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inclusion of a yield figure computed by a 
standardized method, and a quotation based on that 
computation, in the prospectuses of money market 
funds, and an amendment to a rule to require that 
any yield quotations used in advertisements 
pursuant to the rule be computed by the same 
standardized method. The amendments are based 
on the need of money market fund investors for 
comparable yield quotations since such funds are 
marketed primarily on the basis of yield to 
shareholders. Currently, money market fund yield 
quotations are not comparable and may confuse and 
mislead investors. The amendments would have the 
effect of standardizing yield quotations for money 
market funds. 


EFFECTIVE DATES: Amendment to Rule 434d: 
November 17, 1980. Amendment to Form N-1: 
November 17, 1980 for all investment companies 
filing a new registration statement with the 
Commission on or after that date; for all other 
investment companies, effective upon the effective 
date of any post-effective amendment updating the 
prospectus to include financial statements 
containing any information which pertains to any 
fiscal year or portion thereof ending after December 
31, 1980. 


FOR FURTHER INFORMATION CONTACT: Larry L. 


Greene, Esq. (202/272-2093) or Anthony A. 
Vertuno, Esq. (202/272-2107), Division of 
Investment Management, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. 


SUPPLEMENTARY INFORMATION: 


On January 28, 1980 the Commission proposed 
amending Form N-1 [17 CFR 239.15, 274.11], the 
registration form for open-end management 
investment companies, to require that prospectuses 
of those investment companies known as “money 
market” funds include a description of a 
standardized method of computing yield as set forth 
in the proposal, and a quotation based on that 
method.! At the same time, the Commission 
proposed an amendment to Rule 434d [17 CFR 
230.434d] under the Securities Act of 1933 [15 
U.S.C. 77a-77aa] (“1933 Act”) to require money 
market funds to conform yield quotations used in 
Rule 434d advertisements to the standardized 
method. The proposed requirements would apply to 
any open-end investment company holding itself out 
to be a “money market” fund or having an investment 
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policy calling for investment of at least 80% of its 
assets in debt securities maturing in thirteen 
months or less. 


Under the method of computing yield set forth inthe 
proposed amendments, the yield would be 
calculated by dividing the average daily net 
investment income per share earned by the fund 
(that is, accrued interest income plus or minus 
amortized purchase discount or premium, less all 
accrued expenses) during a seven calendar day 
period, by the fund’s average daily price per share 
over the same period and multiplying the result by 
365, 1:¢., 


average daily net investment per share x 365 = Yield. 





average daily price per share 


The resulting yield figure would be carried to at least 
the nearest hundredth of one percent. Net 
investment income would not include either realized 
gains and losses or unrealized appreciation and 
depreciation, but the average price per share would 
include any changes in net asset value during the 
seven day period. Any fees charged directly to all 
shareholder accounts, such as fixed monthly 
shareholder service fees, would be included in the 
accrued expenses of the fund. This method had 
previously been suggested in a request by the 
Investment Company Institute (“ICI”) for ano-action 
letter.? 


The Commission proposed the amendments 
because of its belief that yield is particularly 
important to investors in making an investment 
decision with respect to money market funds, and 
that they might choose one fund over another on the 
basis of even a slight difference in yield. The 
Commission stated its view that, absent the use of a 
standardized method of yield computation, money 





‘Securities Act Release No. 6183 (January 28, 1980) 
[45 FR 7578 (February 4, 1980)]. 


2Investment Company Institute, available November 
16, 1979. The Commission had earlier proposed to 
standardize yield quotations by money market funds 
by use of the “yield to average life” method. 
Investment Company Act Release No. 8816 (June 
12, 1975) [40 FR 27492 (June 30, 1975)]. The 
public comment with respect to this proposal was 
generally adverse, and it was withdrawn in Securities 
Act Release No. 6183 (January 28, 1980) [45 FR 
7578 (February 4, 1980)]. 
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market fund yield quotations are not comparable 
and have a potential for confusing and misleading 
investors.? 


The Commission received nineteen comments on 
the proposal, all favoring standardization of yield 
computation and all except one agreeing that a 
description of the standardized method should be in 
the prospectus. Only three commentators, however, 
agreed with the proposal without qualification; the 
remainder suggested various changes. 


After reviewing the comments the Commission is of 
the view that the proposal should be adopted as 
proposed, except for a modification relating to the 
location of the required yield quotation in the 
prospectus. That modification is discussed below, 
together with a discussion of various issues raised by 
the commentators and the Commission’s views 
concerning those issues. 


1. Inclusion of yield quotation in prospectus 


Nine commentators objected to the requirement to 
include a current yield quotation in the prospectus. 
Although most of these commentators did not object 
to including in the prospectus a decription of how 
yield would be computed for purposes of quotations 
used in advertisements, they argued that, due to 
rapidly changing fund portfolios and yields, a yield 
quotation in a prospectus would be out of date within 
a few weeks of publication. They also argued that a 
prospectus quotation would not aid comparability, 
since the proposed rule required that the quotation 
be for the seven days ended on the date of the most 
recent financial statements in the prospectus, and 
hence funds using different fiscal years would be 
quoting yield for different periods. One of these 
commentators also suggested that the requirements 
to include a quotation and a description of the 
method of computation in the propsectus should be 
optionai. 


The Commission has determined to adopt the 
requirement for a yield quotation in the prospectus 
notwithstanding these objections. As indicated 
earlier, yield may be expected to play a significant 
part in investment decisions concerning money 
market funds. The required yield figure will providea 
prospective investor with an indication of the yield 
achieved by the fund ata particular point in time that 
is related to the other information furnished in the 
prospectus, together with an understanding of the 
yield computation to be used as an _ industry 
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standard. Although differences in fiscal years would 
impair direct comparability of yield figures included 
in prospectuses, an investor could compare the yield 
figures of money market funds for the same time 
period, whether they appear in a prospectus or are 
available in other sources. Moreover, the 
Commission believes that the quotation will serve as 
a useful example of the figures which result from the 
method of computation required to be described 
in the prospectus, and this illustration will assist 
investors in comprehending the textual discussion 
of the subject. Funds may, of course, in fulfilling their 
duty to make sufficient disclosures to make the 
quotation not misleading, point out that is should not 
be viewed as an indication of the fund's current yield. 


2. Location in prospectus of yield quotation 


Three commentators objected to the requirement 
that the prospectus quotation be placed 
immediately after the per share table. They argued 
that it could be misleading to display prominently a 
yield which may vary substantially from the yield a 
prospective investor would actually receive. It was 
also argued that this requirement might prove to bea 
hindrance in drafting prospectuses which are easily 
read by the average investor. Thus, these 
commentators argued, funds should have discretion 
to decide where to place the quotation in the 
prospectus. 


While the Commission does not agree that a 
prominent display of this quotation would 
necessarily be misleading, the Commission has 
determined that its juxtaposition with other required 
performance information should not be made 
mandatory, and that instead money market funds 
should have discretion concerning the placement of 
the quotation. Accordingly, the proposed 
requirement in General Instruction 3G to Form N-1 
relating to placement of the yield quotation in the 
prospectus has been eliminated, and the form item 
is being renumbered. 





3Reference is made to Securities Act Release No. 
6183 for a discussion of the basis for the 
Commission’s proposal, including the factors 
affecting comparability of yield quotations, and an 
explanation of the proposed amendments 
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3. Use of seven day base period 


Some commentators argued that the proposed 
seven day standard base period for yield quotations 
was too short, in that it would make yield quotations 
too subject to temporary variables in the money 
market. Those commentators argued, variously, that 
periods of a month, 45 days, or a year, or a year with 
each month of the year shown separately, would be 
more representative of a fund’s performance. In 
addition, some commentators objected to the 
proposed requirement that a// quotations of yield in 
Rule 434d advertisements be based on the seven 
day period. They argued that, when a seven day base 
period was suggested by the ICI in its no-action 
request, that period was intended only for situations 
where funds seek to quote current yield. They 
argued that where funds wish to present historical 
performance information for longer periods they 
should be allowed to do so. 


The Commission continues to believe that a seven 
day base period is appropriate, and that this should 
be the exclusive method for computing yield 
quotations used in Rule 434d advertisements by 
money market funds. One of the considerations 
underlying the Commission’s proposal was the 
probability that the predominant use of yield 
quotations by funds and their investors will be to 
convey and receive information about current yield, 
particularly when used in advertisements. Nothing 
in the comments received suggests that that 
consideration is not valid. The Commission believes 
that, in view of the short-term nature of money 
market instruments and the rapidity with which the 
rates payable on those instruments can change, a 
longer period could result in quotations not 
representative of a fund’s current yield. Thus, the 
seven day base period proposed to be used as the 
basis for the standardized yield computation is not 
being changed. 


With respect to the suggestion that Rule 434d 
advertisements be permitted to include yield 
quotations indicative of longer range performance 
information instead of, or in addition to, the 
standardized current yield quotations, the 
Commission believes that this would interfere with 
the primary purpose of the amendments: that is, to 
achieve comparability among the yield quotations 
advertised by money market funds. It should be 
noted, however, that while yield quotations used in 
Rule 434d advertisements of money market funds 
will be limited to the prescribed method using seven 
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day periods, funds will remain free to include 
additional yield and performance information that is 
not misleading in their full prospectuses and in sales 
material that is accompanied or preceded by a 
prospectus. 


4. Absence of specific requirement concerning 
choice of seven day period for use in Rule 434d 
advertisements 


The ICI’s no-action request relating to the use of 
current yield figures in Rule 434d advertisements 
included a condition that any advertisement 
containing a yield quotation be based on a period 
beginning no later than the fourteenth calendar day 
prior to publication of the advertisement. Several 
commentators objected to the fact that the 
Commission’s proposed amendment to Rule 434d 
did not include such a limitation, requiring instead 
only that the period used be identified in the 
advertisement. These commentators argued that 
the absence of the limitation recommended by the 
ICI could result in the use of yield figures which were 
out of date. 


The prohibition against using yield quotations based 
on a period beginning more than fourteen days inthe 
past was omitted from the proposed rule because 
such a prohibition might effectively prevent yield 
quotations from being used in advertisements 
appearing in magazines or other publications with 
long lead times. The Commission believes that the 
rule’s requirement that the seven day period be 
identified, coupled with the general 1933 Act 
requirement that a Rule 434d advertisement, like 
any other prospectus, contain whatever information 
is needed to make the document not misleading, will 
serve aS an adequate safeguard against yield 
quotations being used in a misleading way, and that 
it is not necessary to prohibit specifically the use of 
seven day periods beginning more than fourteen 
days in the past. However, the Commission expects 
that registrants, in order to make Rule 434d 
advertisements not misleading, normally would use 
the most recent period practical. 


5. Absence of specific requirements concerning 
accompanying disclosures 


In its no-action request, the ICI set forth a number of 
specific textual disclosures to accompany yield 
quotations. The proposal incorporated certain of 
these disclosures, specifically the requirement to 
identify the seven day period used, and the 
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requirement to disclose material changes in the 
quoted yield which would have resulted from 
changes in net asset value or the inclusion of 
realized or unrealized capital changes in the 
calculation of average daily net investment income. 
Some commentators argued that the other 
disclosures suggested by the ICI should be 
specifically required as well.* These commentators 
contended that such information would be helpful to 
investors in evaluating advertised current yields and 
would help to make yield quotations broadly 
comparable and not misleading. 


in light of its general policy not to establish specific 
standards with respect to investment company sales 
literature beyond the minimum extent necessary, 
the Commission is not persuaded that it should 
adopt the remainder of the ICI’s recommended 
textual disclosures as specific requirements of the 
rule. It should be emphasized, however, that by not 
including these recommendations within the 
required standardized method the Commission 
does not intend to suggest that such disclosures are 
not important or that they should not be included in 
the disclosure. Rather, the Commission is of the view 
that funds will be adequately guided by the general 
requirement to include whatever disclosures are 
needed to make the quotation not misleading. 


6. Other comments 


One commentator suggested changes in the 
elements used in the yield computation. Pursuant to 
this suggestion, the average daily net investment 
income used in the calculation would reflect any 
realized or unrealized capital changes recognized by 
a fund in determining its daily dividend and any 
changes in net asset value during the period. Both of 
these items would be excluded under the 
Commission’s proposal. In addition, this 
commentator would compare the average daily net 
investment income to the price of shares at the 
beginning of the period rather than the average price 
during the period. The commentator suggested that 
these changes would make the yield quotations 
consistent with the actual experience of an investor 
in the fund during the period for which the 
calculation is made. 


The Commission is not adopting this commentator’s 
suggestions. The Commission is of course aware 
that various funds have different methods of 
operation, and that this can result in differences in 
individual investor experience and yield quotations, 
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especially over the short term. It is these differences 
which have heretofore made it difficult for investors 
to make yield comparisons among money market 
funds. The rule is intended to alleviate this problem 
by standardizing the method of computation with a 
view to obtaining yield quotations which are 
comparable while accounting for differences in 
individual investor experience by way of the 
conditional disclosures required. To the extent that 
this commentators suggestions would maintain 
disparity in yield quotations, the purpose of the rule 
would tend to be defeated. With regard to the 
suggestion that the yield computation use the price 
at the beginning of the period rather than the 
average price during the period, the Commission 
believes that such a procedure would pose an 
unnecessary risk that yield figures could be 
distorted by an aberrant change in price on one day. 


Several commentators disagreed with the manner in 
which the proposal treated fees charged to 
shareholders. Some suggested that all fees which 
might be charged to shareholders, including those 
related to optional transactions, such as redemption 
by check, be treated as accrued expenses of the 
fund for purposes of the yield computation. Others 
suggested that all fees charged to shareholders be 
excluded from the computation of yield. In the 
Commission’s view, the treatment of fees in the 
proposal strikes a proper balance between these two 
alternatives by including in the computation those 
fees that are charged to all shareholders while 
excluding those that would be charged only to some. 
The former are included because their effect is to 
reduce yields to all shareholders; the latter are 
excluded because their inclusion would distort the 





‘The other disclosures suggested by ICI were: that 
the advertised yield consist of a seven calendar day 
annualized historical yield; that the principal is not 
insured or guaranteed, or alternatively, that 
principal and yield may fluctuate; that the yield is 
affected by portfolio quality, portfolio maturity, type 
of instrument, and a fund’s operating expenses; the 
risk, if unusual, arising from the composition of a 
fund’s portfolio; the daily average dollar-weighted 
portfolio maturity for the period; that the actual 
income to any particular shareholder may be higher 
or lower than the quoted yield if fixed dollar fees are 
charged directly to all shareholders and, 
if appropriate, the temporary subsidization of fund 
expenses by an affiliate. 
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quotation for those shareholders not subject to the 
fees. 


WHEN TO COMPLY 


The amendment to Rule 434d will become effective 
on November 17, 1980. The amendment to Form N- 
1 will become effective on November 17, 1980 for all 
investment companies filing a new registration 
statement with the Commission on or after that date. 
For other investment companies, the amendment to 
Form N-1 will become effective upon the effective 
date of any post effective amendment filed for the 
purpose of updating the prospectus pursuant to 
Section 10 of the Securities Act of 1933 [15 U.S.C. 
80a-77)] to include financial statements any portion 
of the information of which pertains to any fiscal year 
or portion thereof ending after December 31, 1980. 


Although the amendment of the registration 
statement will not be necessary for most money 
market funds until their next regular updating 
amendment, funds desiring to use yield quotations 
in Rule 434d advertisements must, in accordance 
with that rule, have a discussion in the prospectus to 
serve as the basis for a Rule 434d yield advertise- 
ment. The Commission is aware that the 
prospectuses of many money market funds already 
include such a discussion. Where a_ fund’s 
prospectus does not include the discussion and the 
fund wishes to include yield figures in Rule 434d 
advertisements before the prospectus is ready for its 
regular updating, the prospectus may be revised to 
include it with a “sticker” filed pursuant to Rule 424 
[17 CFR 230.424]. For those companies not yet 
required to comply with the form amendment, it will 
not be considered necessary to add a yield figure to 
the prospectus for the purpose of complying with 
Rule 434d. 


USE OF NEW RULE 465 BY REGISTRANTS 
COMPLYING WITH THE FORM AMENDMENT 


On August 25, 1980, the Commission adopted new 
Rule 465 [17 CFR 230.465] under the 1933 Act 
effective October 6, 1980 [Release No. 33-6229; 45 
FR 57702, August 29, 1980]. Pursuant to paragraph 
(b)(1)(iii) of that rule, a post-effective amendment to 
a registration statement filed by an investment 
company otherwise qualified under the rule may 
become effective automatically on the date of filing 
or on such other date designated by the registrant 
not later than twenty days after the filing date, 
provided that the amendment is filed only for the 
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purpose of updating financial information in the 
prospectus and making other non-material changes 
in the prospectus. For purposes of Rule 465, the 
Commission will regard the inclusion of the yield 
figure required (and its subsequent updating in later 
filings) as updating of financial information and it 
will not consider the addition of textual material to 
the prospectus to comply with the form amendment 
adopted hereby as a material change. 


COMMISSION ACTION 


Chapter Il of Title 17 of the Code of Federal 
Regulations is amended as follows: 


PART 239—FORMS PRESCRIBED UNDER THE 
SECURITIES ACT OF 1933 


PART 274—FORMS PRESCRIBED UNDER THE 
INVESTMENT COMPANY ACT OF 1940 


1. By amending §§239.15 and 274.11 by changing 
the item number of current Item 17 of Part | of Form 
N-1 to Item 18 and by adding a new Item 17 to Part | 
to read as follows: 


§§239.15 Form N-1, for open-end management 
investment companies registered on Form N-8A. 


§§274.11 Form N-1, registration statement of open- 
end management investment companies. 


* eK OK 


Item 17. Yield Quotations of Money Market Funds 
(Prospectus Only) 


(a) For a registrant which holds itself out to be a 
“money market” fund or has an investment policy 
calling for investment of at least 80% of its assets in 
debt securities maturing in thirteen months or less, 
furnish the following informaiton: 


(i) a yield quotation based on the seven days ended 
on the date of the most recent financial statements 
of the Registrant included in the prospectus, 
computed by dividing the Registrant's average daily 
net investment income per share earned during 
such seven calendar day period by its average daily 
price per share for the same period and multiplying 
the result by 365, with the resulting yield figure 
carried to at least the nearest hundredth of one 
percent; and 
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(ii) a description of the method by which the yield is 
computed. 


(b) For purposes of the calculation required in 
subsection (a), above, Registrant’s average daily net 
investment income per share shall include its 
accrued interest income plus or minus amortized 
purchase discount or premium less accrued 
expenses, but shall not include realized gains and 
losses or unrealized appreciation and depreciation. 
For purposes of this computation, fees charged to all 
shareholder accounts must be included in the 
accrued expenses of the fund, and the Registrant’s 
average price per share must include any changes in 
net asset value during the seven day period. 


Instructions: In connection with the presentation of 
the yield figure, the prospectus must disclose: 


(1) if applicable, that the Registrant follows the 
practice of reflecting changes in portfolio values in 
its daily dividend, and 


(2) if material, the net amount of any change in the 
yield figure which would result from: 


(a) the inclusion in the determination of net 
investment income of realized gains or losses and 
unrealized appreciation or depreciation recognized 
by the Registrant but excluded from the 
computation pursuant to Item 17(b) 


(b) any change in net asset value during the period 
used for computing yield. 


* * KK 


PART 230—GENERAL RULES AND REGULATIONS, 
SECURITIES ACT OF 1933 


2. By deleting the word “and” from the end of 
paragraph (a)(4) of §230.434d, adding the word 
“and” to the end of paragraph (a)(15), and adding a 
new paragraph (a)(6), to provide as follows: 


§230.434d Advertisement by an investment 
company as Satisfying requirements of section 10. 


(a) * * * 
(4) It states, conspicuously, from whom a 
prospectus containing more complete information 


may be obtained and that an investor should read 
that prospectus carefully before investing, 
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(5) It contains the statement required by 
§230.433(b) of this chapter when used prior to 
effectiveness of the company’s registration 
statement, and 


(6) In the case of an investment company which 
holds itself out to be a “money market” fund or has 
an investment policy calling for investment of at 
least 80% of its assets in debt securities maturing in 
13 months or less, any quotation of such company’s 
yield contained in such advertisement is based on 
the method of computation prescribed in Item 17 
(and the instructions thereto) of Form N-1, set forth 
in §§239.15 and 274.11 of this chapter and 
identifies [the date of the last day in] the period used 
in computing that quotation. 


* *e Ke K * 


STATUTORY AUTHORITY: The amendments are 
adopted pursuant to the authority granted to the 
Commission in Sections 10 and 19(a) of the 1933 
Act [15 U.S.C. 77j and 77s(a)] and Section 38(a) of 
the Investment Company Act of 1940 [15 U.S.C. 
80a-37(a)]. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 6244/September 30, 1980 


In the Matter of 


LADAS & PARRY PROFIT-SHARING PLAN 
10 Columbus Circle 
New York, NY 10019 


(18-70) 


ORDER PURSUANT TO SECTION 3(a)(2) OF THE 
SECURITIES ACT OF 1933 EXEMPTING FROM THE 
PROVISIONS OF SECTION 5 OF THE ACT 
INTERESTS OR PARTICIPATIONS IN THE PROFIT- 
SHARING PLAN OF LADAS & PARRY 


Ladas & Parry, a law firm organized as a partnership 


under New York law, filed an applicaiton on February 
14, 1980, for an exemption from the registration 
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requirements of the Securities Act of 1933 (“Act”) 
for interests or participations issued in connection 
with the Profit-Sharing Plan of Ladas & Parry 
(“Plan”). 


On September 3, 1980, a notice was issued 
(Securities Act Release No. 6237) of the filing of the 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as 
of course unless a hearing should be ordered. No 
request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter has been considered and it is found that 
the granting of the application is appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 3(a)(2) of the 
Act, that interests or participations issued in 
connection with the Plan shall not be subject to the 
requirements of Section 5 of the Act, effective 
forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








SECURITIES EXCHANGE ACT OF 1934 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17167/September 26, 1980 


A notice has been issued giving interested persons 


until October 20, 1980 to comment on the 
application of HOWELL PETROLEUM CORPORA- 
TION to withdraw its common stock ($1 par value) 
from listing and registration on the American Stock 
Exchange, Inc. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17168/September 26, 1980 


A notice has been issued giving interested persons 
until October 20, 1980 to comment on the 
applications of the Midwest Stock Exchange, 
Incorporated for unlisted trading privileges in the 
common stock of five issues. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17169/September 29, 1980 


LIST OF FOREIGN ISSUERS WHICH HAVE 
SUBMITTED INFORMATION REQUIRED BY THE 
EXEMPTION RELATING TO CERTAIN FOREIGN 
SECURITIES 


Foreign private issuers with total assets in excess of 
$1,000,000 and a class of equity securities held of 
record by 500 or more persons, of which 300 or more 
shareholders reside in the United States, are subject 
to the registration and reporting provisions of the 
Securities Exchange Act of 1934 [15 U.S.C. 78a et 
seq., aS amended by Pub. L. No. 94-29 (June 4, 
1975)] (the “Act’).? 


Rule 12g3-2(b) (17 CFR 240.12g3-2(b)) provides an 
exemption from registration under Section 12(g) of 
the Act for a foreign issuer which submits on a 
current basis material specified in the Ruie to the 
Commission. Such required material includes that 
information about which investors ought reasonably 
to be informed with respect to the issuer and its 
subsidiaries and which the issuer (1) has made 
public pursuant to the law of the country of its 
domicile or in which it is incorporated or organized, 
(2) has filed with a stock exchange on which its 
securities are traded and which was made public by 
such exchange and/or (3) has distributed to its 
security holders. 





\Foreign issuers may also be subject to such 
requirements of the Act by reason of having 
securities registered and listed on a_ national 
securities exchange in the United States or subject 
to the reporting requirements by reason of having 
registered securities under the Securities Act of 
1933 [15 U.S.C. 77a et seq., as amended by Pub. L. 
No. 94-29 (June 4, 1975)]. 
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When it adopted Rule 12g3-2 and other rules relating 
to foreign securities (see Securities Exchange Act 
Release No. 8066, April 28, 1967), the Commission 
indicated that from time to time it would issue lists 
containing those foreign issuers which have 
obtained exemptions from the registration 
provisions of Section 12(g) of the Act by providing 
the information specified in rule 12g3-2(b). The 
purpose of the present release is to call to the 
attention of brokers, dealers and investors that some 
form of relatively current information concerning the 
foreign issuers included on the attached list is 
available in the public files of the Commission. The 
attached list includes those foreign issuers which, as 
of August 31, 1980, appear to be current in 
furnishing information under Rule 12g3-2(b). There 
is a total of 227 foreign issuers on the list. 


The Commission also wishes to bring to the attention 
of brokers, dealers, and investors the fact that 
current information concerning certain foreign 
issuers may not be available in the United States. 
The Commission continues to expect that brokers 


and dealers will consider this fact in connection with © 


their obligations under the federal securities laws to 
have a reasonable basis for recommending these 
securities to their customers. The Commission will 


continue to review activity in the markets for foreign 
securities to determine whether the present rules 
are achieving their purpose and whether further 
rules or rule revisions are necessary in the public 
interest or for the protection of investors. 


Any questions regarding Rule 12g3-2 or the list 
included herein should be directed to Carl T. 
Bodolus or Ronald Adee, Office of International 
Corporate Finance, Division of Corporation Finance, 
Securities and Exchange Commission, Washington, 
D.C. 20549 (202/272-3246 or 272-3250). 


For the Commission, by the Division of Corporation 
Finance, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





List of Foreign Private Issuers which appear to 
qualify for the exemption provided in Rule 12g3-2(b) 
as of August 31, 1980. 


Registrant 


File No. Domicile 


Abitibi Paper Company Limited 
82-80 Toronto, Ontario, Canada 
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Aegean Resources Corp. 

82-365 Vancouver, B.C., Canada 
The Afrikander Lease Limited 

82-245 Johannesburg, South Africa 
Agnico-Eagle Mines Limited 

82-179 Toronto, Ontario, Canada 
Aktiebolaget Svenska Kullagerfabriekn 

82-139 Gothenberg, Sweden 
Algoma Steel Corp. Ltd. 

82-99 Sault Ste. Marie, Ontario, Canada 
Allwest Industries Ltd. 

82-340 Vancouver, B.C., Canada 
American Pyramid Resources 

82-384 Vancouver, B.C., Canada 
Anglo American Corp. of South Africa Ltd. 

82-97 Johannesburg, South Africa 
Anglo American Gold Investment Co. Ltd. 

(formerly West Rand Investment Trust Ltd.) 

82-146 Johannesburg, South Africa 
Anglo-Bomarc Mines Ltd. 

82-346 Vancouver, B.C., Canada 
Anglo United Development Corp. Ltd. 

82-190 Toronto, Ontario, Canada 
B.A.T. Industries Limited 

82-33 London, England 
Bank of Montreal 

82-126 Montreal, Quebec, Canada 
Banner Resources Ltd. 

82-357 Vancouver, B.C., Canada 
Basic Resources International S.A. 

82-203 Luxembourg, Luxembourg 
Beecham Group Limited 

82-22 Middlesex, England 
Bethlehem Copper Corporation 

82-248 Vancouver, B.C., Canada 
Bianca Resources Ltd. 

82-379 Vancouver, B.C., Canada 
Blue Diamond Energy Resources Inc. 

82-391 Vancouver, B.C., Canada 
Blyvooruitzicht Gold Mining Company, Ltd. 

82-69 Johannesburg, South Africa 
Bonanza Oil & Gas Ltd. 

82-355 Calgary, Alberta, Canada 
The Border & Southern Stockholders Trust, Ltd. 

82-287 London, England 
The Bowater Corporation 

82-3 Toronto, Ontario, Canada 
Bralorne Resources Ltd. 

82-143 Calgary, Alberta, Canada 
Bramalea Consolidated Developments Ltd. 

82-154 Toronto, Ontario, Canada 
Brascan, Ltd. 

82-4 Toronto, Ontario, Canada 
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Brent Exploration Ltd. 

82-321 Vancouver, British Columbia, Canada 
Buffelsfontein Gold Mining Co., Ltd. 

82-302 Johannesburg, South Africa 
Burmah Oil Company Limited 

82-5 Glasgow, Scotland 
B. X. Development Ltd. 

82-270 Vancouver, B.C. Canada 
Camflo Mines Limited 

82-193 Toronto, Ontario, Canada 
Canada Tungsten Mining Corporation, Ltd. 

82-290 Vancouver, British Columbia, Canada 
Canadian Barranca Corp., Ltd. 

82-292 Edmonton, Alberta, Canada 
Canadian Bashaw Leduc Oil & Gas Ltd. 

82-377 Edmonton, Alberta, Canada 
Canadian Cablesystems Ltd. 

82-335 Toronto, Ontario, Canada 
Canadian Imperial Bank of Commerce 

82-103 Toronto, Ontario, Canada 
Canadian Marconi Co. 

82-86 Montreal, Quebec, Canada 
Celanese Canada Inc. 

82-171 Montreal, Quebec, Canada 
Central Pacific Mines 

82-354 Sydney, Australia 
Challenger International Services Ltd. 

82-369 Calgary, Alberta, Canada 
Charriot Resources Ltd. 

82-372 Toronto, Ontario, Canada 
Charter Consolidated Ltd. 

82-233 London, England 
Chromasco Ltd. 

82-106 Montreal, Quebec, Canada 
Cominco Ltd. 

82-107 Vancouver, B.C., Canada 
Conex Australia N.L. 

82-319 Perth, Australia 
Coniagas Mines Ltd. 

82-168 Toronto, Ontario, Canada 
Consolidated-Bathurst Limited 

82-172 Montreal, Quebec, Canada 
Consolidated Cinola Mines, Ltd. 

82-310 Vancouver, British Columbia, Canada 
Consumers Distributing Co., Ltd. 

82-297 Toronto, Ontario, Canada 
Consumers Gas Ltd. 

82-329 Toronto, Ontario, Canada 
Coralta Resources Ltd. 

82-380 Vancouver, B.C. Canada 
Cornwall Petroleum & Resources Ltd. 

82-347 Vancouver, B.C., Canada 
Coseka Resources Ltd. 

82-295 Vancouver, British Columbia, Canada 
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Cusac Industries Ltd. 

82-367 Vancouver, B.C., Canada 
Cygnus Corporation Ltd. 

82-110 Toronto, Ontario, Canada 
The Dai’ei 

82-230 Osaka, Japan 
Daon Development Corp. 

82-344 Vancouver, B.C., Canada 
DeBeers Consolidated Mines, Ltd. 

82-91 Johannesburg, South Africa 
Deelkraal Gold Mining Company Ltd. 

82-246 Johannesburg, South Africa 
Delhi Pacific Mines Ltd. 

82-370 Toronto, Ontario, Canada 
Deutsche Bank AG 

82-334 Frankfurt, W. Germany 
Dickenson Mines Limited 

82-8 Toronto, Ontario, Canada 
Dominion Textile Company Limited 

82-113 Montreal, Quebec, Canada 
Domtar Limited 

82-18 Montreal, Quebec, Canada 
Doornfontein Gold Mining Co. Ltd. 

82-213 Johannesburg, South Africa 
Double Eagle Energy & Resources Ltd. 

82-362 Vancouver, B.C., Canada 
Dresdner Bank AG 

82-229 Frankfurt a.M., Federal Republic of 

Germany 
Dupont of Canada Limited 

82-19 Montreal, Canada 
Durban Roodepoort Deep Ltd. 

82-156 Johannesburg, South Africa 
East Daggafontein Mines Limited 

82-42 Johannesburg, South Africa 
East Driefontein Gold Mining Co., Inc. 

82-124 Johannesburg, South Africa 
East Rand Gold and Uranium Company, Ltd. 

82-289 Johannesburg, South Africa 
East Rand Proprietary Mines, Limited 

82-239 Johannesburg, South Africa 
Elandsrand Gold Mining Company Ltd. 

82-266 Johannesburg, South Africa 
Elsburg Gold Mining Company Limited 

82-269 Johannesburg, South Africa 
Energie & Resources O’Brien Limited 

82-262 Toronto, Ontario, Canada 
L. M. Ericsson Telephone Co. 

82-115 Stockholm, Sweden 
Falconbridge Nickel Mines Ltd. 

82-30 Toronto, Ontario, Canada 
Fisons Limited 

82-202 Suffolk, England 
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Free State Development & Investment Corp., Ltd. 
82-296 Johannesburg, South Africa 
Free State Geduld Mines Ltd. 
82-40 Johannesburg, South Africa 
Free State Saaiplass Gold Mining Co., Ltd. 
82-41 Johannesburg, South Africa 
Fuji Photo Film Company, Limited 
82-78 Tokyo, Japan 
General Mining Union Corp., Ltd. 


formerly, General Mining and Finance Corp., Ltd. 


82-311 Marshalltown, South Africa 
Gillian Mines Ltd. 

82-386 Vancouver, B.C., Canada 
Glaxo Holdings Limited 

82-10 London, England 
Goid Fields of South Africa, Ltd. 

82-204 Johannesburg, South Africa 
Gold Fields Property Co. Ltd. 

82-214 Johannesburg, South Africa 
Granisle Copper Ltd. 

82-26 Vancouver, British Columbia, Canada 
Greenwood Explorations Ltd. 

82-368 Vancouver, B.C., Canada 
Grootviei Proprietary Mines Ltd. 

82-222 Johannesburg, South Africa 
Groundstar Resources Ltd. 

82-249 Toronto, Ontario, Canada 
Grove Explorations Ltd. 

82-343 Vancouver, B.C., Canada 
Gulf Oil Ltd. (Canada) 

82-101 Toronto, Ontario, Canada 
Hal Roach Studios Corp. 

82-250 Toronto, Ontario, Canada 
Harlequin Enterprises Ltd. 

82-318 Don Mills, Ontario, Canada 
Harmony Gold Mining Ltd. 

82-238 Johannesburg, South Africa 
Host Ventures Ltd. 

82-257 Vancouver, B.C., Canada 
IAC Limited 

82-120 Toronto, Ontario, Canada 
Imasco Limited 

82-118 Montreal, Quebec, Canada 
Impala Platinum Holdings Ltd. 

82-359 Johannesburg, South Africa 
Imperial Group Ltd. 

82-316 London, England 
Indusmin Limited 

82-201 Toronto, Ontario, Canada 
The Investors Group 

82-13 Winnipeg, Manitoba, Canada 
lona Silver Mines Ltd. (NPL) 

82-356 Vancouver, B.C., Canada 
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Japan Air Lines 

82-122 Tokyo, Japan 
Jet-Star Resources Ltd. 

82-325 Vancouver, B.C., Canada 
Julia Resources Group, Ltd. 

82-366 Vancouver, B.C., Canada 
Kerr Addison Mines Limited 

82-14 Toronto, Ontario, Canada 
Kirin Brewery Co., Ltd. 

82-188 Tokyo, Japan 
Kloof Gold Mining Company Ltd. 

82-205 Johannesburg, South Africa 
Knobby Lake Mines, Ltd. 

82-336 Vancouver, B.C., Canada 
LCM Resources Ltd. 

82-330 Calgary, Alberta, Canada 
Lacana Mining Corporation 

82-265 Toronto, Ontario, Canada 
LaLuz Mines Ltd. 

82-237 Toronto, Ontario, Canada 
Lava Cap Resources Ltd. 

82-376 Ontario, Canada 
Leichardt Exploration Ltd. 

82-322 Adelaide, Australia 
Lennard Oil Co. 

82-298 Perth, Australia 
Libanon Gold Mining Co. Limited 

82-215 Johannesburg, South Africa 
Lincoln Resources Inc. 

82-349 Vancouver, B.C., Canada 
Little Long Lac Mines Ltd. 

82-198 Toronto, Ontario, Canada 
Lydenburg Platinum Ltd. 

82-312 Marshalltown, South Africa 
Magnet Metals, Ltd. 

82-299 Perth, Australia 
Marievale Consolidated Mines Ltd. 

82-224 Johannesburg, South Africa 
Mentor Exploration & Development Ltd. 

82-178 Toronto, Ontario, Canada 
M.I.M. Holdings Ltd. 

82-173 Brisbane, Australia 
Minerals and Resources Corporation 

82-206 Pembroke, Bermuda 
Mitel Corp. 

82-326 Ottawa, Ontario, Canada 
Monarch Petroleum N.L. 

82-339 Perth, Australia 
NRD Mining Ltd. 

82-358 Vancouver, B.C., Canada 
Neomar Resources Ltd. 

82-382 Toronto, Ontario, Canada 
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New Dimension Resources Ltd. 

82-272 Toronto, Ontario, Canada 
New Frontier Exploration Inc. 

82-341 Vancouver, B.C. Canada 
Ni-Cal Developments Ltd. 

82-360 Vancouver, B.C. Canada 
Nor-Quest Resources Ltd. 

82-374 Nanaimo, B.C., Canada 
Noranda Mines Ltd. 
82-158 Toronto, Ontario, Canada 
North American Power Petroleums Inc. 
82-383 Vancouver, B.C., Canada 
North West Mining N.L. 

82-309 Perth, Australia 
Northwest Ventures Ltd. 

82-260 Toronto, Ontario, Canada 
Norwegian American Line 

82-111 Oslo, Norway 
Nu-Energy Development Company 

82-286 Vancouver, British Columbia, Canada 
Oceanic Iron Ore of Canada, Ltd. 

82-159 Toronto, Ontario, Canada 
Ocelot Industries Inc. 

82-331 Calgary, Alberta, Canada 
Onaping Mines Limited 

82-273 Toronto, Ontario, Canada 
Otter Exploration N.L. 

82-320 St. Leonards, Australia 
Omni Resources Inc. 

82-385 Vancouver, B.C., Canada 
Overseas Inns SA 

82-166 Luxembourg City, Luxembourg 
Pan Canadian Petroleum Limited 

82-285 Calgary, Alberta, Canada 
Paragron Resources Ltd. 

82-388 Vancouver, B.C., Canada 
Patino N.V. 

82-135 The Hague, The Netherlands 
Pennant Resources Ltd. 

82-371 Toronto, Ontario, Canada 
Philex Mining Corp. 

82-136 Manila, Philippines 
Piper Petroleums Ltd. 

82-361 Vancouver, B.C., Canada 
Pop Shoppes International Inc. (PSI) 

82-256 Ontario, Canada 
Power Corporation of Canada Limited 

82-137 Montreal, Quebec, Canada 
President Brand Gold Mining Co., Ltd. 

82-39 Johannesburg, South Africa 
President Steyn Gold Mining Co., Ltd. 

82-44 Johannesburg, South Africa 
Prism Resources Ltd. 

82-375 Vancouver, B.C., Canada 
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Quasar Petroleum Ltd. 

82-278 Alberta, Canada 
Quintaine Resources Inc. 

82-350 Edmonton, Alberta, Canada 
Quebec Sturgeon River Mines Ltd. 

82-186 Toronto, Ontario, Canada 
The Randfontein Estates Gold Mining Co. 

Witwatersrand, Limited 

82-267 Johannesburg, South Africa 
Rank Organization Limited 

82-17 London, England 
Rayrock Resources Ltd. 

82-378 Toronto, Ontario, Canada 
Reed Steinhouse Companies Limited 

82-254 Toronto, Ontario, Canada 
Roman Corp. Ltd. 

82-345 Toronto, Ontario, Canada 
Rothmans International Limited 

82-84 Basildon, Essex, England 
Rustenburg Platinum Holdings Ltd. 

82-241 Johannesburg, South Africa 
Sabina Industries Ltd. 

82-244 Pembroke, Ontario, Canada 
Samantha Exploration N.L. 

82-323 Perth, Australia 
San Miguel Corp. 

82-306 Manila, Philippines 
Santa Sarita Mining Co., Ltd. 

82-338 Vancouver, B.C., Canada 
Sanyo Electric Co., Ltd. 

82-264 Tokyo, Japan 
Sceptre Resources Ltd. 

82-387 Calgary, Alberta, Canada 
Scottie Gold Mines Ltd. 

82-351 Vancouver, B.C., Canada 
Scheer Energy Development Corp. 

82-333 Vancouver, B.C., Canada 
Sherritt Gordon Mines, Limited 

82-29 Toronto, Ontario, Canada 
Shiseido Co., Ltd. 

82-225 Tokyo, Japan 
Siemens Aktiengesellschaft 

82-73 Munich, Federal Republic of Germany 
Silverado Mines Ltd. 

82-348 Vancouver, B.C., Canada 
Sotheby Parke Bernet Group Ltd. 

82-337 London, England 
Source Perrier 

82-291 Paris, France 
South African Breweries, Ltd. 

82-303 Johannesburg, South Africa 
Southern Pacific Petroleum N.L. 

82-353 Sydney, Australia 
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Southvaal Holdings Limited 

82-197 Johannesburg, South Africa 
Spartan Capital Corp. Ltd. 

82-160 Ottawa, Ontario, Canada 
Stampede International Resources Ltd. 

82-242 Toronto, Ontario, Canada 
Steel Co. of Canada Limited 

82-141 Toronto, Ontario, Canada 
Sudbury Contact Mines Ltd. 

82-180 Toronto, Ontario, Canada 
Sunexco Energy Corp. 

82-389 Vancouver, B.C., Canada 
20th Century Energy Fund Corp. 

82-352 Vancouver, B.C., Canada 
TDK Electronics Co., Ltd. 

82-255 Tokyo, Japan 
T.R.V. Minerals Corp. 

82-327 Vancouver, B.C., Canada 
Taro-Vit Chemical Industries Ltd. 

82-210 Haifa, Israel 
Telefonos de Mexico, S.A. 

82-332 Mexico 
Toronto Dominion Bank 

82-142 Toronto, Ontario, Canada 
Tournigan Mining Explorations 

82-328 Vancouver, B.C., Canada 
Toyota Motor Co., Ltd. 

82-208 Tokyo, Japan 
Trans Colt Resources Ltd. 

82-342 Vancouver, B.C., Canada 
Transvaal Consolidated Land & Exploration Co. 

82-304 Johannesburg, South Africa 
Treasure Cay Ltd. 

82-288 Abaco, Bahamas 
Troy Gold Industries 

82-307 Calgary, Alberta, Canada 
U.C. Investments Limited 
82-235 Johannesburg, South Africa 
Union Corporation Limited 

82-231 Johannesburg, South Africa 
United Hearne Resources Ltd. 

82-315 Vancouver, British Columbia Canada 
United Keno Hill Mines Ltd. 

82-61 Toronto, Ontario, Canada 
United Siscoe Mines Inc. 

82-194 Toronto, Ontario, Canada 
United Westland Resources Ltd. 

82-393 Vancouver, B.C., Canada 
Velcro Industries N.V. 

82-145 Curacao, Netherlands Antilles 
Venterspost Gold Mining Company Ltd. 

82-216 Johannesburg, South Africa 
Ventora Resources Ltd. 

82-381 Vancouver, B.C., Canada 
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Veronex Resources Ltd. 

82-364 Vancouver, B.C., Canada 
Versatile Cornat Corp. 

82-390 Vancouver, B.C., Canada 
Viakfontein Gold Mining Company Ltd. 

82-217 Johannesburg, South Africa 
Warrior Resources Itd. 

82-363 Vancouver, B.C., Canada 
Welkom Gold Mining Company Limited 

82-57 Johannesburg, South Africa 
West Driefontein Gold Mining Co. Ltd. 

82-90 Johannesburg, South Africa 
Westfort Petroleums Ltd. 

82-308 Calgary, Alberta, Canada 
Westmount Resources Ltd. 

82-392 Vancouver, B.C., Canada 
West Rand Consolidated Mines, Ltd. 

82-314 Marshalltown, South Africa 
Western Areas Gold Mining Company Ltd. 

82-268 Johannesburg, South Africa 
Western Deep Levels Limited 

82-58 Johannesburg, South Africa 
Western Holdings Limited 

82-54 Johannesburg, South Africa 
Willanour Resources Ltd. 

(formerly Cochenour Willans Gold Mines Ltd) 

82-63 Toronto, Ontario, Canada 
F.W. Woolworth and Co., Limited 

82-200 London, England 
Zambia Copper Investments, Ltd. 

82-227 Pembroke, Bermuda 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17170/September 29, 1980 


Admin. Proc. File No. 3-5960 
In the Matter of 


CONTINENTAL AMERICAN SECURITIES, INC. 
3201 North First Place 
Phoenix, Arizona 


JAMES ROE 
2822 East Osbourn Road 
Phoenix, Arizona 


ORDER INSTITUTING PROCEEDINGS AND 
FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


The Commission deems it appropriate in the public 
interest that administrative proceedings pursuant to 
Section 15(b)(4) and (6) of the Securities Exchange 
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Act of 1934 (the “Exchange Act’) be instituted 
against Continental American Securities, Inc. 
(“Continental”), a registered broker-dealer, and 
James Roe (“Roe”), a registered representative 
employed by Continenta!, to determine whether they 
willfully violated Section 10(b) of the Exchange Act 
and 10b-5 thereunder. These proceedings 
arise out of transactions in the common stock of 
Olympic Gas & Oil, Inc. (“Olympic”) and SNG & Oil 
Energy Company (“SNG”) at the time of the 
inception of trading in such securities in the over- 
the-counter markerts. 


Rule 


simultaneously with the 
proceedings and without 
or denying the allegations or findings 
have submitted offers of settlement for the 
purpose of disposing of the issues raised in these 
proceedings. Under the terms of the offers of 
Continental and Roe waive the 

of formal proceedings and, solely for the 
purpose these proceedings, consent of the 
issuance of t 


this Order 


Continental Roe, 
institution of 


admitting 


thaco 
tINESE 


nerein 


settiement 


institution 


The Commission has deemed it appropriate and in 
the public interest to accept the offers of settlement 
and accordingly is issuing this Order. 


|. FACTS 


Continental, with headquarters in Phoenix, Arizona, 
is registered with the Commission as a broker 
dealer. The has branch offices in Seattle, 
Washington and in Grand Junction, Colorado. It is a 
member firm of the Pacific Stock Exchange, Inc. and 
the National Association of Securities Dealers, Inc. 
Roe is a registered representative in Continental’s 


Shaani, 
Phoet tt? 


£ a 
firm 


Trading in the common stock of Olympic began in 
the over-the-counter markets on September 13, 
1979, when the stock was first quoted in the Pink 
Sheets. Prior to that date, Roe became aware of 
Olympic through discussions with lan |. Allison 
(“Allison”) of Santa Rosa, California, who provided 
Roe with certain publicly available documents 
concerning Olympic. Allison placed a series of open 
limit sell orders with Roe prior to the opening of 
trading. The orders placed by Allison were to sell a 
total of 15,400 shares of Olympic common stock at 
varying prices scaled upward from $1 1/2 through 
$3 1/2 per share. 


Upon receipt of the orders, Roe and certain officers 
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and employees of Continental placed buy orders for 
accounts in their names or in which they had 
interests for a total of 4,000 of the shares offered in 
the open limit sell orders. Their buy orders were for 
the stock offered at the lowest price limits. Roe and 
certain of the other Continental officers and 
employees placing such buy orders then solicited 
their customers to purchase the remainder of the 
stock offered at the higher price limits. Such 
customers were not informed that the Continental 
personnel soliciting them to purchase the stock 
would acquire the stock at the lower prices. 


When trading opened in Olympic common stock on 
September 13, 1979, Continental executed the 
orders by crossing the market buy orders from 
customers and the open limit sell orders. On such 
day the market price of the stock increased. 


Trading in SNG’s common stock began in the over- 
the-counter market on January 9, 1980. Prior to the 
opening of trading, Allison notified Roe that SNG 
common stock would begin trading over-the-counter 
and provided him with certain documents con- 
cerning SNG. As was the case with Olympic, a series 
of open limit sell orders for SNG common stock 
was placed with Roe prior to the opening of trading. 
The open sell limit orders directed the sale of 45,000 
shares of SNG common stock at varying prices 
scaled upward from $1 to $1.925. Roe and certain 
officers and employees of Continental placed buy 
orders for 9,500 of the 15,000 shares available at $1 
per share and for 1,400 shares at $1 1/2. Upon 
placing the buy ordres for accounts in their names or 
in which they had an interest, Roe and certain of the 
others solicited their customers to purchase the 
balance of the stock offered in the open limit sell 
orders, without disclosing that they would acquire 
the stock at lower prices. 





‘On September 29, 1980, the Commission instituted 
an action for injunctive and other equitable relief 
against 23 defendants in the United States District 
Court for the District of Columbia. In its Complaint 
the Commission alleged violations of the antifraud, 
registration and reporting provisions of the federal 
securities laws. Both Olympic and SNG were named 
as defendants. Litigation Rel. No. 9188/September 
29, 1980. 





“The findings herein are not binding on any 


respondent named in any administrative 
proceedings based on any of the matters described 
in this Order. 
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Upon the opening of trading in SNG common stock 
on January 9, 1980, Continental crossed the buy and 
sell orders. On such day the market price of the stock 
increased. 


Il. FINDINGS 


Based upon the foregoing, the Commission finds 
that Continental and Roe willfully violated Section 
10(b) of the Exchange Act and Rule 10b-5 
thereunder. 


Ill. OFFERS OF SETTLEMENT 


In their offers of settlement, Continental and Roe 
consent to the issuance of this Order making 
findings and containing remedial sanctions. Roe’s 
offer of settlement provides for a suspension from 
being associated with any broker or dealer for thirty 
(30) business days and that he will not be employed 
in a Supervisory capacity with a broker or dealer for 
two (2) years. Continental’s offer of settlement 
provides for a censure and an order that Continental 
comply with certain undertakings. 


Continental has undertaken to, within thirty (30) 
days after the entry of this Order, adopt and 
implement and thereafter to maintain written 
procedures sufficient to prevent firm employees 
from obtaining undisclosed preferential treatment 
in connection with employee purchases of stock 
offered in limit sell orders and solicitation of 
customer purchases of stock offered pursuant to 
such orders at higher prices. 


Continental has also undertaken to, within thirty (30) 
days after the entry of this Order, make an offer to 
pay certain sums of money to certain of its custom- 
ers, as detailed below, and, upon acceptance of such 
offer by such customers, to promptly pay such 
monies. The customers to whom the offer will be 
made are those: (1) who purchased the common 
stocks of Olympic and SNG on September 13, 1979 
and January 9, 1980 respectively from open limit 
sell orders placed with Continental by Richard 
Dugger and/or Allison or at their direction, (2) who 
were solicited to purchase the stocks by those of 
Continental’s employees, not otherwise affiliated 
with such customers, who themselves purchased 
such securities on such dates from such open limit 
sell orders at lesser prices, and (3) who later sold 
such stock for less than the purchase price (the 
stock sold to be determined through use of the first 
in first out method) or who still retain such stock. The 
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sum to be offered to the customers, who meet each 
of the above criteria, shall be the lesser of $1.00 per 
share of such securities purchased on such dates or 
the difference between each customer’s purchase 
price and the maximum price at which stock was 
offered in the above open limit sell orders. 


IV. ORDER 


Based upon the foregoing, the Commission deems it 
in the public interest that admininstrative 
proceedings pursuant to Section 15(b)(4) and (6) of 
the Exchange Act be instituted and that the offers of 
settlement of Continental and Roe be accepted. 


Accordingly, IT IS ORDERED that administrative 
proceedings pursuant to Section 15(b)(4) and (6) of 
the Exchange Act be, and they hereby are, instituted. 


IT IS FURTHER ORDERED that Continental be, and it 
hereby is, censured and that Continental shall fully 
comply with its undertakings contained in its offer of 
settlement. 


IT 1S FURTHER ORDERED that Roe be, and hereby is, 
suspended from being associated with any broker or 
dealer for thirty (30) business days and that he shall 
not be employed in a supervisory capacity with any 
broker or dealer for two (2) years from the date of 
entry of this Order. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17171/September 29, 1980 


NOTICE OF FILING AND EFFECTIVENESS OF 
PROPOSED RULE CHANGE BY CINCINNATI STOCK 
EXCHANGE, INC. 


File No. SR-CSE-80-5 


The Cincinnati Stock Exchange submitted on 
September 11, 1980, a proposed rule change under 
Rule 19b-4 to revise the National Securities Trading 
System (“NSTS”) fee schedule by the addition of a 
volume discount schedule to be applied to both 
members’ and non-members’ monthly fees. 
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The foregoing rule change has become effective, 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934 (“Act”). At any time within 
sixty days of the filing of such proposed rule change, 
the Commission may summarily abrogate such rule 
change if it appears to the Commission that such 
action is necessary or appropriate in the public 
interest for the protection of investors, or otherwise 
in furtherance of the purposes of the Securities 
Exchange Act of 1934. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
September 29, 1980. Interested persons are invited 
to submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-CSE-80-5. 


Copies of the submission, all subsequent 
amendments, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, otherthan those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. 


For the Commission, by the Division of Market 
Regulation pursuant to the delegated authority. 


George A. Fitzsimmons 
Secretary 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 17172/September 29, 1980 


An order has been issued granting the application of 
the New York Stock Exchange, Inc. to strike the 
common stock ($1 par value) of AMERICAN 
DISTILLING COMPANY (THE) from listing and 
registration thereon. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17173/September 30, 1980 


In the Matter of 
P.E.C. ELECTRONICS CORPORATION 


File No. 81-632 


APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has 
issued a notice giving interested persons until 
October 24, 1980 to request a hearing on an 
application by P.E.C. Electronics Corporation 
(“Applicant”), pursuant to Section 12(h) of the 
Securities Exchange Act of 1934, for an order 
exempting the Applicant from certain of the 
reporting requirements of Section 13 of the 1934 
Act. 


The Applicant believes that such action would not be 
inconsistent with the public interest or the 
protection of investors since the Applicant has no 
operations, and is presently distributing its assets in 
accordance with a plan of liquidation approved by its 
shareholders. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17174/September 30, 1980 


In the Matter of 


EAST BOSTON COMMUNITY DEVELOPMENT 
CORPORATION 


File No. 81-634 
Application pursuant to Section 12(h) 


The Securities and Exchange Commission has 
issued a notice giving interested persons until 
October 24, 1980 to request a hearing on an 
application by East Boston Community 
Development Corporation (the “Applicant’), 
pursuant to Section 12(h) of the Securities Exchange 
Act of 1934, as amended (the “1934 Act”), for an 
order exempting Applicant from the provisions of 
Sections 13 and 14 of the 1934 Act. 

Applicant 


is a federally-funded, community 
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development corporation, controlled by members of 
the community. Each of Applicant’s stockholders 
owns one nominally priced share of voting stock. 
There is no trading interest in these securities. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17175/September 30, 1980 


In the Matter of 
LIFE ASSURANCE COMPANY OF PENNSYLVANIA 


File No. 81-629 


APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has 
issued a notice giving interested persons until 
October 24, 1980 to request a hearing on an 
application by Life Assurance Company of 
Pennsylvania (“Applicant”) pursuant to Section 
12(h) of the Securities Exchange Act of 1934, for an 
order exempting Applicant from the periodic 
reporting requirements of Section 15(d) of that Act. 


Applicant has no publicly-held securities. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17176/September 30, 1980 


In the Matter of 

LOYAL AMERICAN LIFE INSURANCE COMPANY 
File No. 81-638 

APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has 
issued a notice giving interested ‘persons. until 
October 24, 1980 to request a hearing on an 
application by Loyal American Life Insurance 
Company, (“Applicant”), pursuant to Section 12(h) 
of the Securities Exchange Act of 1934, for an order 
exempting Applicant from the provisions of Section 
15(d) of that Act. 


As the result of a merger, Applicant has become a 


wholly-owned subsidiary of The Imperial Life 
Assurance Company of Canada and no longer has 
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any public shareholders. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17177/September 30, 1980 


In the Matter of 


QUAKER PROFIT-SHARING AND INVESTMENT 
PLAN 


NOTICE REGARDING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE 1934 ACT 


The Securities and Exchange Commission has 
issued a notice giving interested persons until 
October 24, 1980, to request a hearing on an 
application by Quaker Profit-Sharing and 
Investment Plan (the “Applicant”) pursuant to 
Section 12(h) of the Securities Exchange Act of 
1934, as amended (the “1934 Act’), for an order 
exempting the Applicant from the provisions of 
Section 15(d) of the 1934 Act. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17178/September 30, 1980 


In the Matter of 

RE! LIQUIDATING CORPORATION 

File No. 81-631 

APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchanges Commission has 
issued a notice giving interested persons until 
October 24, 1980, to request a hearing on an 
application by R.E.I. Liquidating Corporation 
(“Applicant”), formerly Rodale Electronics, Inc., 
pursuant to Section 12(h) of the Securities Exchange 
Act of 1934 for an order exempting the Applicant 
from certain of the reporting requirements of 
Section 13 of the 1934 Act. 


The Applicant believes that such action would not be 
inconsistent with the public interest or the 
protection of investors since the Applicant has no 
operations, and is presently distributing its assets in 
accordance with a plan of liquidation approved by its 
shareholders. 





SEC DOCKET/17 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17179/September 30, 1980 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE PACIFIC STOCK EXCHANGE IN- 
CORPORATED 


File No. SR-PSE-80-17 


The Pacific Stock Exchange Incorporated (“PSE”) 
submitted on September 29, 1980, a proposed rule 
change under Rule 19b-4 to set forth acceptable 
methods of allocating options exercise notices 
among options trading accounts at member 
organizations. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
October 6, 1980. In order to assist the Commission 
to determine whether to approve the proposed rule 
change or institute proceedings to determine 
whether the proposed rule change should be 
disapproved, interested persons are invited to 
submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-PSE-80-17. 


Copies of the submission, all subsequent 
amendments, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provision of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission's Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17180/September 30, 1980 
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File No. 3-5961 
In the Matter of 


LOEB, RHOADES, HORNBLOWER & CO. 
Respondent 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


Respondent, named in the Commission’s Order 
Instituting Proceedings issued this day, has 
submitted an Offer of Settlement simultaneously 
with the institution of such proceedings.' Under and 
subject to the terms of the Offer of Settlement, the 
Respondent, solely for the purpose of disposing of 
this proceeding, without admitting or denying any of 
the matters set forth herein or in the Order of 
Instituting Proceedings, and, on the understanding 
that nothing contained in the Order Instituting 
Proceedings or in this Order constitutes an 
adjudication or may be used in any way for any 
purpose, as evidence or otherwise, in any action or 
proceeding, other than Commission proceedings, 
nor shall any future order or findings which the 
Commission may issue in any related proceeding 
against any other respondent constitute an 
adjudication or finding against, or be used in any way 
for any purpose, as evidence or otherwise, in any 
action or proceeding as to the Respondent herein, 
consents to the issuance of this Order.’ 





'The findings herein are not binding on any 
respondent named in any other administrative 
proceeding based on any of the matters described in 
the Order Instituting Proceedings. 


“The Order for Proceedings contains allegations 
limited to the Commission’s statutory functions ina 
broker-dealer proceeding. It does not purport to bea 
report of investigation. The Respondent is involved 
in two private civil actions which include among 
other parties, Respondent to these proceedings. 
Nothing in the Order for Proceedings or in this Order 
is intended to reflect, or should be construed as 
reflecting, any view of the Commission or the 
Division of Enforcement as to the civil culpability or 
responsibility of any party to any private action in 
such action. The Order for Proceedings does not 
refer to all the matters which may have a bearing 
upon the issues involved in private civil actions. 
These matters are not within the scope of the 
Commission’s proceedings. 
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This Order is being issued with the consent of the 
Respondent, without a hearing, without factual 
findings and is based solely upon the allegations of 
the Division of Enforcement contained in the Order 
Instituting Proceedings herein and the Offer of 
Settlement submitted by the Respondent. 


ll. FINDINGS 


Respondent failed to reasonably supervise an 
employee subject to its supervision with a view to 
preventing his violations of the Securities Act of 
1933, the Securities Exchange Act of 1934 and the 
rules and regulations promulgated thereunder. 


Ill. ORDER 
In view of the foregoing, we deem it appropriate and 


in the public interest to accept the Offer of 
Settlement of Respondent, and accordingly, 


IT IS ORDERED that Respondent be, and it hereby is 
censured. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 

Release No. 17181/September 30, 1980 

Admin. Proc. File No. 3-5962 

In the Matter of 

BARRY L. LEFKO 

ORDER INSTITUTING PROCEEDINGS AND 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


The Commission deems it appropriate that 
proceedings be instituted against Barry L. Lefko 
(“Respondent”) pursuant to Section 15(b)(6) of the 
Securities Exchange Act of 1934 (“Exchange Act”). 


Respondent, simultaneously with the institution of 
these proceedings, has submited an Offer of 
Settlement for the purpose of disposing of the issues 
raised in these proceedings. Under the terms of the 
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Offer of Settlement, Respondent waives the 
institution of formal proceedings and, solely for the 
purposes of these proceedings and without 
admitting or denying the facts or findings set forth 
herein, consents to the issuance of this Order.! 


The Commission has deemed it appropriate and in 
the public interest to accept the Offer of Settlement 
and, accordingly, is issuing this Order. 


|. FACTS 


1. Introduction 


Respondent, a resident of Baltimore, Maryland, was 
at all times relevant herein employed by the 
Baltimore, Maryland office of Dean Witter Reynolds, 
Inc., as a registered representative. 


C.H.B. Foods, Inc., (“CHB”) is a California 
corporation whose securities are registered with the 
Commission pursuant to Section 12(b) of the 
Exchange Act. CHB’s common stock is traded onthe 
American Stock Exchange (“AMEX”) and the Pacific 
Stock Exchange. CHB is engaged in the business of 
processing and canning a variety of Food products 
for institutional and consumer use. As of October 1, 
1978, CHB had 2,651,678 shares of common stock 
issued and outstanding, approximately 60% of 
which were held by persons associated with CHB. 


2. Fraudulent and Manipulative Scheme 


(a) Introduction 


During the period from May 1978 through January 
1979, James E. Corr, III (“Corr”), of St. Petersburg, 


Florida, his wife, Neica Corr, ? a registered 
representative in the Boca Raton office of a large 





‘The findings herein are not binding on any 
respondent named in any other administrative 
proceeding based on any of the matters described in 
this Order. 


?Corr and his wife, Neica Corr, are both under 
permanent injunctions from further violations of 
Sections 7(d), 7(f), 9(a), 10(b) and 13(d) of the 
Exchange Act and Rules 10b-5 and 13d-1 
thereunder, in connection with their manipulative 
scheme involving the common stock of American 
Agronomics Corp. (SEC v. James E. Corr /I// et al., 
DDC 75-0386). See Litigation Release Nos. 7197, 
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brokerage firm (“Corr’s registered representative”), 
and other engaged in a scheme to dominate, control 
and manipulate upward the market price of CHB 
stock. Respondent aided and abetted these 
activities. As part of the manipulative scheme, Corr 
purchased CHB stock and induced a number of 
individuals, including fellow inmates at the federal 
prison camp at Eglin Air Force Base, Florida 
(“Eglin Prison”), and their relatives, to purchase CHB 
stock through false and misleading statements 
(many of which involved making false statements 
concerning a purported takeover of CHB at a price 
significantly in excess of its then current market 
price) which created actual and apparent trading in 
CHB stock and which raised the price of CHB stock 
for the purpose of inducing purchases of the 
securities by others. 


As a further part of the manipulative scheme, during 
the period from May 1978 through January 1979, 
Corr, other inmates at Eglin Prison, and their 
relatives purchased approximately 224,950 shares 
of CHB stock. This purchase activity dominated, 
controlled and manipulated upward the market in 
CHB stock. At one point, Corr and accounts for which 
Corr directed activities, owned nearly 7% of the 
outstanding shares of CHB stock and over 16% of the 


public float in CHB stock. As a result of this activity, 
the price of CHB stock rose from a low of $7-5/8 per 
share during July 1978 to a high of $16-7/8 per 
share during January 1979. 





Footnote 2 continued 


7124, 7025 and 6794. Corr has recently finished 
serving consecutive terms in federal prison for a 
conviction of criminal contempt of the 
aforementioned injunction as well as for a conviction 
for securities fraud, perjury and filing a false loan 
application in connection with his activities relating 
to the securities of Jerome Mackey Judo Studios, 
Inc. [U.S. v. James E. Corr lil et ai., 75 Crim 803 


(SDNY)]. See Litigation Release Nos. 7349, 7199 
and 7066. 


3On or about January 11, 1978, Corr opened a 
brokerage account in the name of N.L. Ormond, 
which was Neica Corr’s maiden name. Neica Corr 
was at that time and still is married to Corr. Corr’s 
registered representative knew that the account was 
for the benefit of Corr and his wife and that Neica 
Corr used her maiden name, N.L. Ormond, for the 
purpose of disguising the fact that Corr had a 
beneficial interest in the account. 
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As a further part of the manipulative scheme, Corr 
purchased CHB stock in nominee accounts, 
advanced the funds to pay for such purchases, and 
purchased the CHB stock for his own account by 
means of misappropriating funds entrusted to him 
by other Eglin Prison inmates and their relatives. 
Corr also controlled a group of securities brokerage 
accounts which had acquired more than 5% of CHB 
outstanding stock without making the required 
disclosure of such fact. After his release from Eglin 
Prison on October 1, 1978, Corr continued to 
recommend CHB stock to former Eglin inmates, 
some of whom were still incarcerated. He also began 
to recommend the stock to other investors and 
broker-dealers. 


Most of the purchases of CHB stock, in furtherance 
of the manipulative scheme, were effected through 
Corr’s registered representative.* After the initial 
contacts from the inmates or their relatives, that 
registered representative would frequently accept 
orders for many of these accounts directly from Corr. 
That registered representative also falsified 
information concerning identities, occupations, 
income and net worth of such persons on the 
account opening cards to conceal the fact that 
persons for whose benefit the shares were being 
purchased were incarcerated. 


After that registered representative’s ability to 
execute purchases in CHB stock was halted by his 
employer on November 17, 1978, due to the firm’s 
heavy concentration in the stock,° the registered 





‘During the period from April 1978 to December 
1978, this registered representative opened 
accounts attributable to at least eleven persons who 
were incarcerated at Eglin Prison. Some of the 
accounts were opened in the names of persons 
incarcerated at Eglin Prison and other accounts were 
opened in the names of relatives of those inmates, 
these accounts were opened and orders were placed 
for the accounts of such persons through telephone 
conversations. At the time the registered 
representative began opening the brokerage 
accounts for individuals referred to him by Corr, he 
was aware that Corr was imprisoned as a result of his 
conviction for violation of the federal securities laws 
and that his wife, Neica Corr, had been convicted of 
violating the federal securities laws for which she 
was fined $500. 


5Subsequently, a modification of this directive was 
obtained which allowed the Boca Raton office to 
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representative referred Corr to Respondent and 
arranged for Corr to open an account with 
Respondent in Corr’s wife’s maiden name for the 
purpose of executing additional purchases of CHB 
stock. Thereafter, Corr purchased CHB stock 
through the account with Respondent, and the 
registered representative placed orders to purchase 
CHB stock with Respondent for another person, 
although Corr and his registered representative 
lacked written authorization to do so. 


Although he had insufficient funds to pay for the 
purchases at the time, on November 22 and 27, Corr 
ordered 12,600 and 10,000 shares respectively, of 
CHB stock through Respondent. Unable to obtain 
the necessary funds, Neica Corr stopped payment 
on two checks totalling $180,695 which Corr had 
mailed to Respondent endorsed by Neica Corr in 
blank.’ In addition, on December 1, Corr ordered the 
purchase of 2,000 more shares of CHB stock for the 
N.L. Ormond account with Respondent. A margin 
account was opened with Corr’s registered 
representative on December 1, in the name of a 
friend of Corr’s from Eglin Prison and an order was 
placed to purchase $100,000 worth of CHB stock. 
The registered representative, operating under the 
one-for-two restriction,® placed part of the order with 
Respondent without written authorization to do so. 
The friend eventually purchased 11,500 shares of 
CHB common stock, 5,000 shares from Corr’s 





Footnote 5 continued 


make unsolicited purchases in an amount equal to 
50% of the number of shares sold (the “one for two 
restriction”). 


S6Respondent and Corr’s registered representative 
were long-time friends who spoke to each other daily 
to discuss stocks that they were recommending. 
Prior to this time, Lefko had already recommended 
to some of his customers that they purchase CHB 
common stock. Soon after opening the account, 
Respondent was informed by Corr’s registered 
representative of Corrs involvement with the 
American Agronomics manipulation and Corr’s 
subsequent imprisonment at Eglin. 


7In endorsing these checks, Neica Corr left both the 
payee and amount ordered to be paid blank. These 
blanks were filled in by an employee of Respondent's 
employer at Respondent’s direction. 


8See Note 5, supra. 
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registered representative and 6,500 shares from 
Respondent. However, he did not have the necessary 
funds to meet the initial margin requirement at 
either firm and his position was subsequently sold 
out by both firms. 


Respondent also recommended purchases of CHB 
to his own customers, to at least one other registered 
representative at another brokerage firm and to a 
customer of that brokerage firm. During the course 
of these discussions, Respondent indicated that 
CHB was to be the target of a tender offer in the 
twenty-dollar range, which in fact was not true. At 
least 12,000 shares were purchased by a customer 
of the other brokerage firm after reeiving this 
information. 


I 
FINDINGS 


Respondent willfully violated and aided and abetted 
violations of Section 17(a) of the Securities Act of 
1933, Sections 9(a)(2), 10(b), and 17(a) of the 
Exchange Act and Rules 10b-5, and 17a-3 
thereunder. 


I 
OFFER OF SETTLEMENT 


Respondent has submitted an Offer of Settlement 
pursuant to which, without admitting or denying the 
facts or findings set forth herein, he consents to the 
findings herein and the issuance of this Order. 


IV 
ORDER 


In view of the foregoing, we deem it appropriate and 
in the public interest to accept the Offer of 
Settlement of Respondent, and accordingly, 


IT ISORDERED that such proceedings be and hereby 
are instituted. 


IT IS FURTHER ORDERED that Respondent be, and 
he hereby is suspended from association with any 
broker-dealer, investment advisor or investment 
company, for one hundred twenty (120) calendar 
days and thereafter if he becomes so associated, will 
only be so associated in a non-supervisory position 
under appropriate supervision. 
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By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17182/September 30, 1980 


The Commission announced today the institution of 
public administrative proceedings against Meyer 
Berg (“Berg”) who was formerly a_ registered 
representative with Loeb Rhoades, Hornblower & Co. 
The Commission ordered the proceedings against 
Berg to determine whether he violated the anti- 
manipulative, anti-fraud, beneficial reporting and 
record-keeping provisions of the federal securities 
laws. The Order for Proceedings was based on 
allegations by the Commission’s Division of 
Enforcement that Berg participated in a scheme to 
manipulate upward the market price of securities of 
C.H.B. Foods, Inc. during the period from 
approximately May, 1978 through January, 1979. A 
further allegation recited in the Commission’s order 
was that Berg participated in such manipulative 
scheme with James Corr and his wife Neica Corr of 
St. Petersburg, Florida. 


The Federal grand jury for the District of Columbia 
has been investigating since July, 1980 whether 
James Corr and Neica Corr, as a result of their 
activities regarding trading inthe securities of C.H.B. 
Foods, Inc., may be in criminal contempt of a “Final 
Judgment of Permanent Injunction and Other 
Relief” which had been previously entered against 
them by the federal district court for the District of 
Columbia. As alieged in the Commission’s Order 
which commenced these administrative 
proceedings, Berg acted as the broker for James and 
Neica Corr and for other individuals referred to him 
by James Corr. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17183/October 1, 1980 


Admin. Proc. File No. 3-5964 
In the Matter of 
BOSTON STOCK EXCHANGE, INC. 


BOSTON STOCK EXCHANGE CLEARING 
CORPORATION, INC. 
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ORDER INSTITUTING PROCEEDINGS, MAKING 
FINDINGS AND IMPOSING REMEDIAL SANCTIONS 


The Commission deems it appropriate in the public 
interest that proceedings be instituted against the 
Boston Stock Exchange, Inc. (““BSE” or “Exchange”) 
and the Boston Stock Exchange Clearing 
Corporation, Inc. (“Clearing Corp”) pursuant to 
Section 19(h)(1) of the Securities Exchange Act of 
1934 (“Exchange Act’! to determine whether the 
Exchange violated Section 19(g)* of the Exchange 
Act, and the Clearing Corp violated Section 7(c) of 
the Exchange Act and Regulation T promulgated 
thereunder by the Board of Governors of the Federal 
Reserve System. 


In anticipation of the institution of these 
proceedings, the BSE and the Clearing Corp have 
submitted an Offer of Settlement for the purpose of 





‘Section 19(h)(1) provides that: 


The appropriate regulatory agency for a self- 
regulatory organization is authorized, by order, if in 
its opinion such action is necessary or appropriate in 
the public interest, for the protection of investors, or 
otherwise in furtherance of the purposes of this title, 
to suspend for a period not exceeding twelve months 
or revoke the registration of such self-regulatory 
organiation, or to censure or impose limitations 
upon the activities, functions, and operations of 
such self-regulatory organization, if such 
appropriate regulatory agency finds, on the record 
after notice and opportunity for hearing, that such 
self-regulatory organization has violated or is unable 
to comply with any provisions of this title, the rules or 
regulations thereunder, or its own rules or without 
reasonable justification or excuse has failed to 
enforce compliance—(A) in the case of a national 
securities exchange, with any such provision by a 
member thereof or a person associated with a 
member thereof. 


2Section 19(g)(1) of the Exchange Act provides in 
relevant part that: 


Every self-regulatory organization shall comply with 
the provisions of this title, the rules and regulations 


thereunder, and its own rules, and. . .absent 
reasonable justification or excuse enforce 
compliance—(A) in the case of a national securities 
exchange, with such provisions by its members and 
persons associated with its members. 
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disposing of the issues raised in these proceedings. 
The BSE and the Clearing Corp solely for the purpose 
of these proceedings and any other future 
proceedings by the Commission, without admitting 
or denying the facts or findings set forth herein, 
consent to the findings contained herein and 
sanctions imposed by this Order. 


The Commission has determined that it is 
appropriate and in the public interest to accept the 
Offer of Settlement of the BSE and the Clearing Corp 
and, accordingly, issues this Order. 


| 
PARTIES 


The BSE is a national securities exchange registered 
with the Commission pursuant to Section 6(a) of the 
Exchange Act. 


Clearing Corp is a wholly owned subsidiary and a 
member of the BSE, and a clearing organization 
registered with the Commission pursuant to Section 
17A(b)(2) of the Exchange Act. Apart from 
performing a clearing function, the Clearing Corp 
acted as a lender, financing transactions by BSE 
specialists. 


A. Parking 


From January, 1976, through January, 1977, four 
BSE specialists and certain of their principals and 
employees met margin calls from the Clearing Corp. 
by entering into fictitious transactions generally with 
a fifth specialist. A computerized data processing 
system generated margin calls automatically in the 
course of processing all trades. By submitting an 
order ticket, a “selling” specialist would cause the 
computer to reflect a liquidation of securities, thus 
eliminating a margin call. The specialist would then 
cancel the trade on the following day, thereby 
returning to the position that originally generated the 
margin call, but allowing an additional period of time 
to meet the apparently new call. The practice of 
making fictitious trades to meet margin calls has 
been referred to as “parking” securities.? 


To create the appearance that securities were being 
liquidated to satisfy a margin call, specialists who 
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engaged in parking would initiate a false transaction 
with a BSE member who also had direct access tothe 
New York Stock Exchange (“NYSE”). Order tickets 
marked to reflect that the trade would be executed 
on the NYSE were submitted for processing, thus 
entering the trade into the computer where it was 
reflected in margin computations. Subsequent 
cancellation prevented the trade from, in fact, ever 
being executed. A New York Stock Exchange 
member was apparently used so that the trade would 
not be recorded onthe BSE tape (nor did it appear on 
the NYSE tape, since it was never executed). One 
specialist sold to its cash clearing account instead of 
to the NYSE member. Since the cash account did not 
enter into the specialist margin report, selling to the 
cash account had the same effect as parking with 
another specialist. Prior to settlement date the 
specialists cancelled the trades, but only after the 
margin call had been satisfied on paper. 


B. Non-specialist Securities in Specialist Accounts 


From January, 1976, through January, 1977, three 
BSE specialists purchased non-specialist securities 
through their specialist accounts. Over 800 non- 
specialist positions with a total market value of 
approximately $38,000,000 were carried in this 
manner. 


Under BSE rules, specialist securities received more 
favorable margin rates and discounts for net capital 
computation (“haircuts”) than non-specialist 
securities. The computer applied the favorable rate 
to all securities placed in the specialist account. 





3The BSE uncovered the parking problem in 
February, 1977 and retained special counsel to 
investigate the situation. Special counsel 
determined that four specialists, Solana Associates, 
Barclay Douglas and Co., HTN Securities Co. and 
Gowell Securities Corp. had parked securities most 
often with a fifth BSE specialist, the Fairfield Group, 
Inc. Special counsel also noted that specialist 
accounts had been used to carry positions in non- 
specialist securities. The BSE’s special counsel 
immediately advised the Commission’s staff that an 
investigation was being undertaken; special counsel 
also advised the Commission of its findings. 
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I 
VIOLATIONS BY BSE MEMBERS 


The parking and practice of purchasing non- 
specialist securities through specialist accounts 
resulted in violations of the applicable margin, net 
capital and bookkeeping requirements discussed 
below. 


A. Margin 


The Clearing Corp, as a member of the BSE, was 
required, in lending to specialists, to comply with 
Regulation T.4 That Regulation at the time under 
review imposed a 50% margin rate on retail 
transactions, and a margin rate on credit extended to 
specialists for the purchase of specialist securities 
as determined by the lender in “good faith’. The 
credit agreement between the Clearing Corp and the 
specialists set 25% as the good faith margin. 
Regulation T also required that margin requirements 
be met as promptly as possible but in any event 
before the expiration of five full business days. 


During the period from January, 1976, through 
January, 1977, securities were parked by BSE 
specialists in the face of outstanding margin calls in 
approximately 300 instances, frequently on the fifth 
day of the call. As a result of the parking, the 
specialists were in apparent but not actual 
compliance with the margin requirements. BSE 
specialists frequently met the margin requirements 
on the fifth day of a call by using the parking scheme 
and resumed non-compliance thereafter; therefore, 
where parking was involved, the specialist was in 
continual non-compliance. 


Three of the specialists that engaged in parking also 
carried non-specialist securities in their specialist 
accounts.° Under Regulation T, the non-specialist 
securities should have been margined at a 50% rate 
but, because they were carried in the specialist 
account, they were margined at 25%. Thus, excess 
credit was extended in the specialist accounts in an 
amount equal to 25% of the market value of the non- 
specialist securities carried in those accounts. 


As a result of both the parking and the improper 
margining of non-specialist stock, there were from 
January 1976 to February 1977 substantial 
violations of the margin limitations imposed by 
Regulation T. 
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B. Net Capital 


BSE specialists who do not maintain retail accounts 
are exempted from the provisions of the 
Commission’s net capital rule by Rule 15c3-1(b)(1). 
However, such specialists are subject to the 
Exchange’s rule. Two of the specialists had no retail 
accounts and, therefore, had to comply with the BSE 
net capital rule.* That rule required each specialist to 
maintain minimum net capital equal to 1,500 per 
centum of its aggregate indebtedness but in no 
event less than the greater of $25,000 or the equity 
required to carry at 25% margin 200 shares of each 
security in which the member was a specialist. 


In addition, the BSE net capital rule required a 10% 
haircut on securities long and short in specialist 
accounts and a 30% haircut on other securities. By 
placing non-specialist securities in specialist 
accounts and not applying the proper deduction, the 
amount of haircut was understated by 20%, and net 
capital was overstated by the corresponding dollar 
amount. Specialist and non-specialist securities 
parked received no deduction and resulted in 
overstating net capital by their respective haircuts.’ 
As the result of both the parking and the non- 
specialist securities carried in specialist accounts, 
the BSE, specialists were in frequent violation of the 
exchange net capital rule, even though their records 
reflected compliance. 


C. Bookkeeping Requirements 


Section 17(a)(1) of the Exchange Act imposes on 
national securities exchanges and their members 
the obligation to maintain certain books and records. 
Implicit in this obligation is the requirement that the 





‘Section 2(b) of Regulation T defines “creditor” as 
any broker or dealer including every member of a 
national securities exchange. 


5Solana Associates, HTN Securities Co. and Gowell 
Securities Corp. 


6Solana Associates and HTN Securities Co. 


7Gowell Securities Corp. had retail accounts and was 
therefore subject to the Commission’s net capital 
rule. Adjustments for non-specialist securities in its 
specialist account resulted in violations of the 
Commission’s rule. 
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books maintained be complete and accurate.® As 
discussed, various specialists prepared false order 
tickets, thus violating Rule 17 CFR 240.17a-3(a)(7), 
the rule that requires that memoranda of orders 
(order tickets) be maintained. The ordertickets were 
source materials for other records maintained by the 
Exchange and the specialists. This in addition to the 
practice of carrying non-specialist securities in 
specialist accounts resulted in false purchase and 
sale blotters in violation of Rule 17 CFR 240.17a- 
3(a)(1); false ledgers in violation of Rule 17 CFR 
240.17a-3(a)(2); and inaccurate trial balance and 
net capital computations in violation of Rule 17 CFR 
240.17a-3(a)(11). 


IV 
VIOLATIONS BY BSE AND THE CLEARING CORP 
A. The Clearing Corp 


The Clearing Corp is a member of the BSE, and 
therefore credit it extended to specialists to finance 
trading is subject to Regulation T. As noted above, 
the practices of parking and carrying non-specialist 
securities in specialist accounts resulted in 
substantial margin violations. 


The primary onus of compliance with the margin 
requirements rests with the Regulation T creditor. 
During the time period in which bSE specialists 
engaged in parking and used specialist accounts to 
trade in non-specialist securities, the Clearing Corp 
issued margin calls, but did not adequately monitor 
margin compliance despite frequent margin calls 
which were generally outstanding for the maximum 
five-day period. The frequency of the margin calls 
and the regular five-day duration should have 
alerted the Clearing Corp to a need for greater 
vigilance. Furthermore, the parking could have been 
detected by reviewing documents in the Clearing 
Corp’s possession. 


The Clearing Corp did not fulfill its responsibility 
under Regulation T to monitor compliance with the 
applicable margin requirements, and it extended 
excessive credit to BSE specialists in violation of 
Regulation T. 


B. The Exchange 


As a _ national exchange registered with the 
Commission, the BSE is required pursuant to 
19(g)(1) of the Exchange Act, absent reasonable 
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justification or excuse, to enforce compliance with 
the Exchange Act, Exchange Act Rules, and its own 
rules. Section 19(h)(1) authorizes the Commission 
to sanction an exchange for failure to so enforce. The 
obligation to enforce imposed by Section 19(g)(1) on 
an exchange necessarily includes an obligation to 
monitor and maintain surveillance over its members 
to insure compliance with the applicable statutes 
and regulations.° 


From January 1976 through January 1977, the BSE 
failed to maintain surveillance procedures adequate 
to insure that its members would comply and were 
complying with the Exchange Act, BSE and 
Commission Rules, and Regulations of the Federal 
Reserve Board. This failure resulted in the failure to 
detect for the aforesaid period the violations 
described above. 


V 


ACTIONS TAKEN BY THE EXCHANGE 
AND THE CLEARING CORP 


In late February, 1977, a Clearing Corp. internal 
auditor discovered that fictitious trades (“parking”) 
had occurred on the floor of the BSE. The discovery 
was immediately reported to the Assistant Vice 
President of the Exchange. An initial inquiry was 
made, and on March 3, 1977, the determination of 
that inquiry, namely, that fictitious trades had 
occurred on the BSE floor over a period of 
approximately a year, was reported to the President 
and Vice President of the Exchange. An internal 
investigation was commenced by the BSE to 
determine the extent of the practice and the 
underlying material facts. All specialist members of 





8In re Jay Rutledge, Securities and Exchange 
Release No. 12841 (Sept. 29, 1976) 10 SEC Docket 
597. In the Matter of Edward Sinclair, 44 SEC 523, 
528 (1973); In the Matter of Cohen Goren Equities, 
Inc. Securities Exchange Act Release No. 10252 
(June 28, 1973), 2 SEC Docket 70. 


°The Exchange has a duty to investigate the dealings 
and financial condition of its members. Baird v. 
Franklin 141 F.2d 238, 239 (2d. Cir. 1944). See also 
Section 6 of the Exchange Act which requires that an 
Exchange be organized so as to have the capacity to 
enforce compliance with the Exchange Act, 
Exchange Act regulations and rules, and its own 
rules. 
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the BSE were examined in this regard. By March 21, 
1977 it had been determined that five firms had 
engaged in questionable practices. 


The Executive Committee of the BSE met and 
decided to create a Special Ad Hoc Committee to 
deal with this matter, and on April 1, 1977, retained 
Special Counsel for the purpose of making an 
investigation of the facts pertaining to the “parking” 
practices. 


After an initial assessment of the “parking” problem 
at the BSE in April, 1977, Special Counsel notified 
the Division of Market Regulation and advised it of 
the nature of the problem, that Special Counsel had 
been appointed and that the BSE had created a 
Special Ad Hoc Committee to deal with the 
problems. Thereafter, Special Counsel periodically 
advised the Commission staff of the progress of its 
investigation. 


Based on the evidence assembled, the Board of 
Governors instructed Special Counsel to prepare 
statements of charges pertaining to each of those 
found in the investigation as having engaged in the 
“parking” practice. The statements of charges were 
filed and hearings were waived by all respondents. A 
preliminary report was filed with the Commission’s 
staff outlining the parking violations and referring to 
additional problems relating to the clearing of non- 
specialist securities if? specialists’ accounts. 


As aresult of special counsel’s investigation, the BSE 
instituted disciplinary proceedings and sanctioned 
seven of its members.!° The sanctions included fines 
ranging from $2,500-$10,000 for six members, five- 
day suspensions for six of the seven members, a 
prohibition from holding any elective exchange 
office for one year, and a prohibition against serving 
in any appointive exchange office for six months.!! 
Three of the subject members, David C. Gowell, 
Richard F. Warner, and Bruce K. Newell, were 
renominated and elected to the BSE Board of 
Governors after the prohibitions had expired.'? 
These members currently serve on the BSE Board of 
Governors, as well as several other exchange 
committees. 


As a result of its investigation and that conducted by 
special counsel, the BSE instituted surveillance 
procedures to detect the aforesaid violations. 
Surveillance for parking is now conducted by a daily 
review of certain automated reports produced by the 
Clearing Corp. Basically, this review focuses on 
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changes in each specialist's daily equity position 
that are attributable to added, cancelled, or 
corrected trades. Depending upon the magnitude of 
the alteration and the particular specialist's equity 
position, a corrected total long and short position is 
calculated and a new margin requirement is 
determined. When necessary, a margin call is issued 
or an outstanding margin call is adjusted. Further, 
the BSE now evaluates the legitimacy of all trade 
alterations and checks for patterns of alterations by 
an individual specialist. Finally, the BSE maintains a 
record by specialist of all margin calls. With regard to 
the carrying of non-specialist securities in specialist 
accounts, the BSE instituted an automated 
exception report which identifies each instance 
where a specialist account contains a position in a 
non-specialist security. 


VI 
FINDINGS 


Based upon the above discussion the Commission 
finds that the Exchange without reasonable 
justification or excuse failed to employ adequate 
surveillence procedures for monitoring the activity 
of its specialists, and failed to discover on a timely 
basis violations by its members of Commission, 
Exchange and Federal Reserve Board Regulations, 
which continued over a thirteen month period. While 
the Exchange retained special counsel to investigate 
the violations and ultimately sanctioned various 
members, its failure for a thirteen month period to 
maintain adequate surveillance procedures and to 
detect and terminate the violative conduct 
constitutes a failure to enforce Commission and 
Exchange regulations in violation of Section 19(g)(1) 
of the Securities Exchange Act of 1934. Moreover, 
we find that the Clearing Corp extended credit to 
specialists in violation of Section 7(c)(1) of the 





‘The seven members were principals or employees 
of the five specialists who engaged in the parking 
scheme. 


Qn November 30, 1977 the BSE filed the results of 
its disciplinary actions in this matter with the 
Commission pursuant to Rule 19d-1 of the Exchange 
Act. 


'2Messrs. Gowell and Warner had been fined 
$10,000 and $6,000 respectively, while Mr. Newell 
had received no fine. 
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Exchange Act and Federal Reserve Board Regulation 
We 


Vil 
OFFER OF SETTLEMENT 


In its Offer of Settlement the BSE represents that 
after discovery of the violations described herein, it 
instituted an internal investigation, advised the 
Commission of the violations and sanctions imposed 
on the specialists involved, and instituted new 
procedures with a view towards preventing further 
similar violations. 


In addition, the BSE has agreed to undertake the 
following steps to review and to report to the 
Commission on the adequacy of the performance of 
the Board of Governors of the BSE in the discharge of 
the Exchange’s self-regulatory responsibilities: 


A. The formation of a Special Management Review 
Committee which shall be appointed by the Board of 
Governors of the BSE and composed of persons who 
are not officers of the BSE (but may otherwise be 
Board Members) and who are not unacceptable to 
the staffs of the Commission’s Enforcement and 
Market Regulation Divisions. 


B. The Special Management Review Committee 
shall be formed within 30 days of the date of this 
order and shall deliver a final report to the BSE Board 
and to the staffs of the Commission’s Enforcement 
and Market Regulation Divisions within 120 days of 
the date of this order or such extension as may be 
mutually agreed upon between BSE and the 
Commission's staff. 


C. The Special Management Review Committee shall 
review and its report shall discuss the following: 


(1) Procedures for nominating members for the 
Board of Governors, including standards and 
qualifications for eligibility. 


(2) The Board of Governors’ oversight of the 
management of the BSE, including adequacy of 
systems of internal controls and the integrity of the 
Exchange’s disciplinary process, to ascertain 
whether the BSE is fully discharging its self- 
regulatory responsibilities under the Exchange Act. 


(3) The formulation of appropriate recommenda- 
tions to the Board of Governors to deal with any 
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deficiencies in its nomination and oversight 
functions as determined by the Special 
Management Review Committee, and to assure that 
the BSE is fully discharging its self-regulatory 
responsibilities under the Exchange Act. 


(4) The nomination process resulting in election of 
Messrs. Gowell, Warner and Newell to the Board of 
Governors following the 1977 disciplinary action by 
the BSE (including findings as to fitness of those 
persons to serve on the Board of a self-regulatory 
organization), including an evaluation of that 
process in light of the recommendations formulated 
under C(3) above. 


Vill 
ORDER 


Based on the foregoing, and after due consideration 
of all the circumstances, the Commission has 
determined that it is appropriate in the public 
interest to institute these proceedings and accept 
the Offer of Settlement of the BSE and the Clearing 
Corporation. Accordingly, IT IS ORDERED that 
proceedings pursuant to Section 19(h) of the 
Exchange Act be and hereby are instituted. 


IT IS FURTHER ORDERED that the BSE and the 
Clearing Corporation be and hereby are censured; 
and 


IT IS FURTHER ORDERED that the BSE fully comply 
with its undertakings as described above. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17184/October 2, 1980 


A notice has been issued giving interested persons 
until October 24, 1980 to comment on the 
applications of the Midwest Stock Exchange, 
Incorporated for unlisted trading privileges in four 
stocks which are listed and registered on one or 
more other national securities exchanges and are 
reported on the consolidated transaction reporting 
system. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17185/October 2, 1980 


In the Matter of Application of the 
CINCINNATI STOCK EXCHANGE 


For Unlisted Trading Privileges 
Securities Exchange Act of 1934 


FINDINGS AND ORDER GRANTING APPLICATION 
FOR UNLISTED TRADING PRIVILEGES 


The Cincinnati Stock Exchange (“CSE”) has filed an 
application with the Commission pursuant to 
Section 12(f)(1)(B) of the Securities Exchange Act of 
1934 (“Act”) and Rule 12f-1 [17 CFR 240.12f-1] 
thereunder, for unlisted trading privileges in the 
following security which is listed on another national 
securities exchange: 


American General Corporation 
Common Stock, $1.50 Par Value (File No. 5734! 


The Commission finds that approval of the CSE’s 
application for unlisted trading privileges in this 
security is consistent with the maintenance of fair 
and orderly markets and the protection of investors. 
As a national securities exchange registered with the 
Commission pursuant to Section 6 of the Act, the 
CSE is subject to the provisions of paragraph (b) of 
that section, and to the Commission’s inspection 
authority and oversight responsibility under 
Sections 17 and 19 of the Act and the rules and 
regulations thereunder. In addition, transactions in 
the subject security, regardless of the market in 
which they occur, are reported in the consolidated 
transaction reporting system contemplated by Rule 
11Aa3-1 under the Act [17 CFR 240.11Aa3-1]. The 
availability of last sale information for the subject 
security should contribute to pricing efficiency and 
to ensuring that transactions on the CSE are 
executed at prices which are reasonably related to 
those occurring in other markets. Finally the 
Commission has received no comments indicating 
that the granting of this application would not be 
consistent with the maintenance of fair and orderly 
markets and the protection of investors. The 
Commission further finds that approval of the CSE 
application will provide increased opportunities for 
competition among brokers and dealers and among 
exchange markets consistent with the purposes of 
the Act and the objectives of the national market 
system. 
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ACCORDINGLY, IT IS ORDERED, pursuant to Section 
12(f)(1)(B) of the Act, that the application for 
unlisted trading privileges on the Cincinnati Stock 
Exchange in the above named security is hereby 
approved. 


For the Commission by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17186/October 2, 1980 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE NEW YORK STOCK EXCHANGE, INC. 


File No. SR-NYSE-80-37 


The New York Stock Exchange, Inc. submitted on 
September 26, 1980, a proposed rule change under 
Rule 19b-4 to amend Exchange Rule 341 to delete 
the requirement that the registered address of every 
member who personally transacts business on its 
trading floor must be in the vicinity of the Exchange. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
October 6, 1980. In order to assist the Commission 
to determine whether to approve the proposed rule 
change or institute proceedings to determine 
whether the proposed rule change should be 
disapproved, interested persons are invited to 
submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-NYSE-80-37. 


Copies of the submission, all subsequent 
amendments, all written statements with respect to 
the proposed rule change which are filed with the 





‘Notice of this application was given by publication 
in the Federal Register. 45 FR61059 (September 15, 
1980). The Commission has received no comments 
with respect to this application. 
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Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17187/October 2, 1980 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE PACIFIC STOCK EXCHANGE IN- 
CORPORATED 


File No. SR-PSE-80-18 


The Pacific Stock Exchange Incorporated submitted 
on September 29, 1980, a proposed rule change 
under Rule 19b-4 to amend its schedule of 
minimum fines that may be imposed on members 
for violation of exchange rules or floor procedures 
relating to the conduct of business on the options 
floor. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
October 6, 1980. In order to assist the Commission 
to determine whether to approve the proposed rule 
change or institute proceedings to determine 
whether the proposed rule change should be 
disapproved, interested persons are invited to 
submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-PSE-80-18. 


Copies of the submission, all subsequent 
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amendments, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. 552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17188/October 2, 1980 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY PHILADELPHIA STOCK EXCHANGE, INC. 


File No. SR-Phix-80-22 


The Philadelphia Stock Exchange, Inc. (“Phix”) 
submitted on September 16, 1980, a proposed rule 
change under Rule 19b-4 to permit members to 
execute transactions in Phix options as principals in 
the over-the-counter market for a premium not in 
excess of $1.00 per contract. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
October 6, 1980. In order to assist the Commission 
to determine whether to approve the proposed rule 
change or institute proceedings to determine 
whether the proposed rule change should be 
disapproved, interested persons are invited to 
submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-Ph!x-80-22. 


Copies of the submission, all subsequent 
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amendments, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








PUBLIC UTILITY HOLDING 
COMPANY ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21672A/September 30, 1980 


In the Matter of 


BLACKHAWK COAL COMPANY 
New York, New York 


INDIANA & MICHIGAN ELECTRIC COMPANY 
Fort Wayne, Indiana 


(70-6273) 


SUPPLEMENTAL ORDER CORRECTING ERRORS 


AND IMPOSING QUARTERLY REPORTING 
REQUIREMENTS 


The order of August 7, 1980 (HCAR No. 21672), 


issued in this proceeding is hereby corrected in the 
following respects. 


The ninth paragraph is corrected to read in full as 
follows: 
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1&M states that its investment, as of February 29, 
1980, was as follows (in thousands): 


Coal Property 
Held For 
Total Service Future Use 
Land $1,263 $955 $308 
Water rights 482 482 = 
Coal reserves 49,824 16,100 33,724 
Contract settlement 14,929 _ 14,929 
Depreciable assets 32,658 32,370 288 
Development & pre- 
operating expense 
Reorganization deferral 
AFUDC 


Plant In 


56,022 47,079 
7,267 — 
28,048 22,223 
$190,493* $119,209 
*Excludes the Braztah Contingent Obligation. 


8,943 
7,267 
5,825 
$71,284 


The tenth paragraph is corrected to read in full as 
follows: 


It is further »Droposed that in connection with the 
acquisition by Blackhawk of I&M’s_ beneficial 
interest in the Mines: (i) Blackhawk will assume 
1&M’s Braztah Obligation of $19,800,000 with 
interest at the rate of 8%-per annum (and also 
assume I&M’s Contingent Braztah Obligation of 
$3,888,000); (ii) 1&M will make an advance of 
$31,000,000 to Blackhawk, evidenced by a 
promissory note maturing December 31, 1990, said 
note bearing interest at the rate of 10.13% per 
annum, Blackhawk to endeavor to pay back the 
advance as soon as practicable, and in any event 
prior to December 31, 1981, with proceeds from a 
possible sale and leaseback transaction (to be the 
subject of a future filing with this Commission) 
involving certain coal processing and mining 
equipment; (iii) Blackhawk will issue to |I&M a 
promissory note for $30,800,000 bearing interest at 
the rate of 10.13% per annum (reflecting |&M’s 
weighted average cost of first mortgage bonds 
issued between March 1975 and March 1978) and 
maturing on December 31, 2010; (iv) Blackhawk will 
issue to I|&M approximately 37,600 shares of 
Blackhawk’s common stock, stated value $1,000 
per share; and (v) I&M will make a non-interest 
bearing advance to Blackhawk in the amount of 
approximately $71,300,000, said amount to finance 
Blackhawk’s acquisition of that part of the reserves 
of the Mines which constitutes Coal Property Held 
For Future Use. 


The first sentence of the fifteenth paragraph is 
corrected to read in full as follows: 


It is stated that the “Plant in Service” facilities, 
aggregating approximately $119,208,000 as of 
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February 29, 1980, were substantially placed in 
service as of April 1, 1979, following an extended 
development period. 


The sixteenth paragraph is corrected to read in full 
as follows: 


The production of coal by |&M for its own use has not 
been regulated under the Act. |&M’s accounting for 
its investments and costs, including computations 
and allocations of indirect and capital costs, are 
subject to the applicable requirements of the Public 
Service Commission of Indiana and FERC. Upon 
transfer of the properties to Blackhawk, a separate 
subsidiary, the sale of coal by Blackhawk to |&M will 
become subject to Section 13 of the Act and the 
rules promulgated thereunder. Insofar as Rule 90 
includes a reasonable return on capital as an 
element of the cost of such coal, the application 
specifies rates to be employed for that purpose. It 
further states that to the extent that any subsequent 
order of this Commission authorizes a return on 
investment different from that proposed in the 
application for use in determining pricing 
arrangements for coal produced and delivered 
during this interim period, |&M and Blackhawk 
would reflect any necessary adjustments in 
subsequent coal billings; except that with respect to 
the portion of |&M’s proposed investment described 
in item (ii) of the tenth paragraph above, a 
fluctuating rate of return equal at all times to the 
prime rate of Manufacturers Hanover Trust 
Company in effect during such interim period shall 
be used to determine the price of coal produced and 
delivered through August 31, 1980. 


The twenty-first paragraph is corrected to read in full 
as follows: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application-declaration be, and it hereby is, granted 
and permitted to become effective forthwith, subject 
to the terms and conditions prescribed in Rule 24 


promulgated under the Act, except that (1) 
Blackhawk shall file certificates within 60 days after 
the end of each calendar quarter setting forth 
concerning its activities during such quarter the 
following: (a) corporate balance sheets and income 
statements, including computations of cost of 
capital for the quarter on investments made by I&M; 
(b) a description of mine operations and 
improvements made during the quarter; (c) a 
statement of commercial coal shipped, including 
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the quantities of coal sold to each buyer, the price of 
such coal and the computation of the cost of coal 
sold; (d) a schedule of the applied cost of capital 
allowance; (e) a schedule of commercial 
investment, including a breakdown of mining plant 
and service; and (f) supporting schedules of 
operating expenses incurred during the quarter; and 
(2) Blackhawk shall include with the certificate 
reporting the results of the last quarter of the 
calendar year a description of the construction 
expenditures budgeted for the following calendar 
year. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21728/September 26, 19£0 


In the Matter of 


NEW ENGLAND POWER COMPANY 

NEW ENGLAND ELECTRIC SYSTEM 
20 Turnpike Road 

Westborough, Massachusetts 05181 


(70-6500) 


NOTICE OF PROPOSED CAPITAL CONTRIBUTION 
BY HOLDING COMPANY TO SUBSIDIARY 


NOTICE IS HEREBY GIVEN that New England 
Electric System (“NEES”), a registered holding 
company, and its electric utility subsidiary 
company, New England Power Company (“NEPCO”) 
have filed with this Commission an application- 
declaration pursuant to the Public Utility Holding 
Company Act of 1935 (“Act”), designating Sections 
9(a), 10 and 12 of the Act and Rules 42(a) and 45 
promulgated thereunder as applicable to the 
proposed transaction. All interested persons are 
referred to the application-declaration, which is 
summarized below, for a complete statement of the 
proposed transaction. 


NEES proposes to make a capital contribution to 
NEPCO of $20,000,000. NEPCO will use such 
contribution to repay a like amount of its short-term 
promissory notes issued to pay for capitalizable 


SEC DOCKET/31 





expenditures or to reimburse the treasury therefor. It 
is expected that such short-term promissory notes 
will aggregate approximately $90,000,000 at the 
time of the proposed capital contribution. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at 
$2,500, including $500 of incidental services to be 
performed, at cost, by New England Power Service 
Company, an affiliate of NEES. It is stated that no 
state commission and no federal commission, other 
than this Commission, has jurisdiction over the 
proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than October 24, 1980, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by said application-declaration which he desires to 
controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail upon the applicants-declarants 
at the above-stated address, and proof of service (by 
affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date, the application-declaration, as 
filed or as it may be amended, may be granted and 
permitted to become effective as provided in Rule 23 
of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 

COLUMBIA GAS SYSTEM SERVICE CORPORATION 
COLUMBIA LNG CORPORATION 

COLUMBIA GAS DEVELOPMENT CORPORATION 
Wilmington, Delaware 


COLUMBIA GAS TRANSMISSION CORPORATION 
Charleston, West Virginia 


COLUMBIA GAS OF OHIO, INC. 
COLUMBIA GAS OF WEST VIRGINIA, INC. 
COLUMBIA GAS OF KENTUCKY, INC. 
COLUMBIA GAS OF VIRGINIA, INC. 
COLUMBIA GAS OF PENNSYLVANIA, INC. 
COLUMBIA GAS OF NEW YORK, INC. 
COLUMBIA GAS OF MARYLAND, INC. 
Columbus, Ohio 


COLUMBIA HYDROCARBON CORPORATION 
THE INLAND GAS COMPANY, INC. 

COLUMBIA COAL GASIFICATION CORPORATION 
Ashland, Kentucky 


COLUMBIA GULF TRANSMISSION COMPANY 
Houston, Texas 


(70-6435) 


SUPPLEMENTAL ORDER AUTHORIZING 
INTRASYSTEM FINANCING AND RESERVING 
JURISDICTION 


The Cclumbia Gas System, Inc. (“Columbia”), a 
registered holding company, and its subsidiary 
companies named above have filed with this 
Commission a further amendment to the 
application-declaration in this proceeding pursuant 
to Sections 6(b), 9(a), 10, and 12(b) of the Public 
Utility Holding Company Act of 1935 (“Act”) and 
Rule 45 promulgated thereunder regarding the 
following proposed transactions. 


By orders in this proceeding dated May 28, 1980, 
and August 7, 1980 (HCAR Nos. 21593 and 21674), 
Columbia and some of its wholly-owned subsidiary 
companies were authorized to engage in certain 
intra-system financing. Jurisdiction was reserved 
over those transactions as to which the record was 
not complete. 


With the filing of orders of the state utility 
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commissions of Pennsylvania and West Virginia, the 
record is now complete with respect to the following 
proposed transactions: Columbia of Pennsylvania 
proposes to issue and sell to Columbia, which 
proposes to acquire, up to 184,000 shares of its 
common stock, $25 par value, in an aggregate 
amount of $4,600,000 and up to $10,500,000 of 
installment and/or floating rate term notes. 
Columbia of West Virginia, in addition to the 
$7,900,000 of installment notes previously 
authorized herein, proposes alternatively to issue 
and sell to Columbia, which proposes to acquire, up 
to $7,900,000 of floating rate term notes. 


The requisite authorization for certain transactions 
has not yet been obtained from the state public- 
utility commission for Columbia of New York, and 
jurisdiction will continue to be reserved with respect 
thereto. 


Due notice of the filing of said application- 
declaration has been given in the manner 
prescribed by Rule 23 promulgated under the Act 
(HCAR No. 21541), and no hearing has been 
requested of or ordered by the Commission. Upon 
the basis of the facts in the record, itis hereby found, 
with respect to the above-described transactions as 
to which the record is complete, that the applicable 
provisions of the Act and rules promulgated 
thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors 
and consumers that the application-declaration in 
respect of said transactions be granted and 
permitted to become effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and the rules thereunder, that 
the application-declaration, as amended, be, and it 
hereby is, granted and permitted to, become 
effective forthwith with respect to the above- 
described transactions as to which the record has 
been completed, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act, 
except that the time for filing the certification 
thereunder is extended as requested so as to allow 
filing on a quarterly basis. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved over the proposed transactions 
as to which the record is not yet complete. 


For the Commission, by the Corporate Regulation 
Division, pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21730/September 26, 1980 


In the Matter of 


THE CONNECTICUT GAS COMPANY 
Berlin, Connecticut 


(70-6497) 


NATIONAL FUEL GAS SUPPLY CORPORATION 
Oil City, Pennsylvania 


(70-6496) 


ORDER AUTHORIZING SUBSIDIARIES OF 
REGISTERED HOLDING COMPANIES TO ACQUIRE 
VOTING SECURITIES OF NATURAL GAS SUPPLY 
COMPANY 


The Connecticut Gas Company (“Conn Gas”), a gas 
utility subsidiary of The Connecticut Light and Power 
Company, itself a subsidiary of Northeast Utilities, a 
registered holding company, and National Fuel Gas 
Supply Corporation (“NFG Supply”), a non-utility 
subsidiary of National Fuel Gas Company, also a 
registered holding company, have filed separate 
applications, and amendments thereto, pursuant to 
Sections 9 and 10 of the Public Utility Holding 
Company Act of 1935 (“Act”) regarding the following 
proposed transaction. 


Conn Gas and NFG Supply and twelve other public 
utility companies (collectively, the “Participants”) 
which serve natural gas at retail in New England and 
in New York and New Jersey, have conducted 
negotiations with TransCanada PipeLines Limited 
(“TransCanada”), a Canadian corporation which 
owns and operates a natural gas transmission 
pipeline system extending from the province of 
Alberta to Eastern Canada, for an additional source 
of natural gas supply for resale in domestic markets. 
In order to facilitate their negotiations with 
TransCanada, the Participants have organized a new 
company under Delaware law, named Boundary 
Gas, Inc. (‘Boundary Gas”), and propose to acquire 
all of the voting securities that Boundary Gas is 
authorized to issue (100 shares of Common Stock, 
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without par value) for an aggregate price to the 
Participants of $10,000. 


Boundary Gas was organized primarily at the 
request of TransCanada, which prefers to deal with 
one entity representing the Participants, rather than 
separately with each Participant. It is contemplated 
that Boundary Gas will enter into (i) a gas purchase 
contract with TransCanada (“Purchase Contract”) 
under which TransCanada will agree to sell and 
Boundary Gas to purchase volumes of natural gas, 
and (ii) a gas sales agreement (‘‘Sales 
Agreement”) with the Participants. Uinder the Sales 
Agreement, it is intended that Boundary Gas will sell 
to the several Participants their respective pro rata 
share of the natural gas which Boundary Gas has 
purchased from TransCanada under the Purchase 
Contract. Since it is not contemplated that Boundary 
Gas will own any material properties or facilities or 
conduct any active business other than taking of 
legal title to natural gas purchased from Trans- 
Canada, the sales by Boundary Gas to each 
Participant will take place simultaneously with the 
purchase made by Boundary Gas from 
TransCanada. 


The Participants and their proposed respective 
stock ownership in Boundary Gas are as follows: 


Percentage of 
Participant Stock Ownership 
The Brooklyn Union Gas Company 
Consolidated Edison Company of New York, Inc 
Long Island Lighting Company 
Bay State Gas Company 
New Jersey Natural Gas Company 
Boston Gas Company ; 
Connecticut Gas Company 5a 
National Fuel Gas Supply Corp. ..............ccce eee cees 4.87 
Haverhill Gas Company 
Berkshire Gas Company 
Manchester Gas Company 
Valley Gas Company 
Gas Service, Inc 
Fitchburg Gas and Electric Co 


Under the terms of the subscription agreement 
which the Participants have entered into, Conn Gas 
may acquire 5.11 shares of Boundary Gas capital 
stock for a total of $511; and NFG Supply may 
acquire 4.87 shares for a total of $487. The number 
of shares which each Participant may purchase 
corresponds to the percentage of natural gas to 
which each Participant will be entitled to purchase 
from Boundary Gas under the Sales Agreement with 
the Participants. The physical delivery of natural gas 
by TransCanada is to be made at a point near 
Niagara, Ontario, where the facilities of 
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TransCanada interconnect with those of Tennessee 
Gas Pipeline Company (“Tennessee”). Tennessee 
will take delivery of the natural gas at this point for 
the account of Boundary Gas and, pursuant to 
transportation contracts with the several 
Participants, deliver such gas to the Participants. 


Under the Purchase Contract, TransCanada will sell 
and deliver to Boundary Gas up to 185,000 Mcf of 
natural gas per day for a period of ten years, 
commencing on November 1, 1981, at the 
international border price for gas as determined 
under Canadian law. Under the Sales Agreement, 
Conn Gas and NFG Supply will agree to take and pay 
for 5.11% and 4.87%, respectively, of the gas which 
Boundary Gas becomes obligated to purchase from 
TransCanada and will be obligated to pay for gas not 
taken only to the extent that the failure to take gas 
results in a requirement that Boundary Gas pay 
TransCanada for gas not taken. The applicants have 
estimated that their share of the gas purchased by 
Boundary Gas will result in the purchase of at least 
3,285 MMCF of gas per year for each of the ten years 
covered by the Purchase Contract in the case of NFG 
Supply and 3,450 MMCF in the case of Conn Gas. 


Due notice of the filing of said applications, as 
amended, has been given in the manner prescribed 
in Rule 23 promulgated under the Act (HCAR No. 
21706), and no hearing has been requested of or 
ordered by the Commission. Upon the basis of the 
facts in the record, it is hereby found that the 
applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors 
and consumers that said applications, as amended, 
be granted: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
applications, as amended, be, and they hereby are, 


granted forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21731/September 29, 1980 


In the Matter of 


NEW ENGLAND ELECTRIC SYSTEM 

NEW ENGLAND ENERGY INCORPORATED 
25 Research Drive 

Westborough, Massachusetts 01581 


(70-6260) 


NOTICE OF PROPOSED INCREASE IN BANK LOANS 
TO FINANCE FUEL SUBSIDIARY 


NOTICE IS HEREBY GIVEN that New England 
Electric System (“NEES”), a registered holding 
company, and New England Energy Incorporated 
(“NEEI”), a fuel subsidiary of NEES, have filed with 
this Commission a post-effective amendment to 
their application-declaration previously filed and 
amended pursuant to the Public Utility Holding 
Company Act of 1935 (“Act”), designating Sections 
6(a), 7, 9(a), 10, 12(b) and 12(d) of the Act and Rules 
43, 50(a)(2) and 50(a)(3) promulgated thereunder 
as applicable to the proposed transaction. All 
interested persons are referred to the application- 
declaration, as amended by said post-effective 
amendment, which is summarized below, for a 
complete statement of the proposed transaction. 


In a series of prior orders in other proceedings dated 
October 30, 1974, June 18, 1976, July 19, 1978, 
December 28, 1979, and August 7, 1980 (HCAR 
Nos. 18635, 19580, 20632, 21365 and 21673), 
applicants-declarants were authorized, among other 
things, to do the following: (1) NEES was authorized 
to organize NEEI and acquire its capital stock; (2) 
NEEI was authorized to enter into a partnership 
agreement with Samedan Oil Corporation 
(“Samedan”), to explore for oil and gas, and an 
amendment thereto, said partnership currently 
extending through December 31, 1984; (3) NEES 
was authorized to invest in NEEI in the form of 
common stock and subordinated debt up to 
$45,000,000 through December 31, 1979 (which 
date was subsequently extended through December 
31, 1988); and (4) NEEI was authorized to make 
sales of fuel oil to New England Power Company 
(“NEP”), an affiliate, pursuant to a fuel purchase 
contract, on certain terms and conditions, including 
a full cost pool concerning its oil and gas properties. 
In the order of August 7, 1980 (HCAR No. 21673), 
NEEI was authorized to invest up to $60,000,000 in 
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the Samedan partnership during the 1980 calendar 
year. 


By prior order issued in this proceeding dated July 
25, 1979 (HCAR No. 21558), NEEI was authorized to 
enter into an agreement (“Loan Agreement”) with 
the Bank of Montreal and the National Bank of North 
America (the “Banks”) for an $80,000,000 revolving 
credit loan, up to $40,000,000 of such amount to be 
made available in 1979, $60,000,000 in 1980, and 
$80,000,000 in 1981. Upon termination the 
revolving credit loan will become a term loan. Under 
the Loan Agreement the revolving credit period runs 
from January 1, 1979, through December 31, 1981, 
and may, at NEEI’s option, be extended for two 
additional years. The Banks will make a term loan to 
NEEI upon termination of the revolving credit period 
in the amount of the revolving credit balance 
outstanding on the termination date, such loan to be 
for a maximum of five years and to require equal 
quarterly payments amortizing the principal. The 
loan bears interest during the revolving credit period 
at a rate per annum of 3/4 of 1% over the Bank of 
Montreal’s United States prime rate, or 7/8 of 1% 
over the London Interbank Offered Rate (“LIBOR”) 
for 30, 60, 90 or 180-day United States dollar 
deposits, at NEEI’s option. The loan bears interest 
during its term loan period at a rate per annum of 
7/8 of 1% over the Bank of Montreal’s United States 
prime rate, or 1% over LIBOR for 30, 60, 90 or 180- 
day United States dollar deposits, at NEEI’s option. 
There is a commitment fee on the unused available 
portion of the loan commitment of 1/4 of 1% per 
year (on that year’s committed amount) during the 
revolving credit period and 3/8 of 1% per year during 
any extension of that period. Interest and the 
commitment fee are payable quarterly. The loan is 
prepayable without penalty, and the commitment 
amount may be reduced in whole or in part without 
penalty. 


Under the Loan Agreement NEEI is required to 
maintain a ratio of not more than 70 to 30 with 
respect to (i) debt outstanding under the Loan 
Agreement and (ii) subordinated debt payable to 
NEES and stockholder’s equity (excluding any 
deferred taxes). The latter amount is presently 
limited to $45,000,000 (HCAR No. 21158, July 25, 
1979), so debt outstanding under the Loan 
Agreement, without regard to the present maximum 
committed amounts, is limited to $105,000,000. 
The Loan Agreement also (1) requires NEEI to 
prepay the loan to the extent it receives proceeds 
from any long-term financing secured by any of its oil 
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and gas properties included in the full cost pool, (2) 
limits modifications which may be made to the fuel 
purchase contract between NEEI and NEP, (3) 
required NEEI to assign to the Bank of Montreal its 
rights under the fuel purchase contract. 


By post-effective amendment in this proceeding 
NEE! requests authorization to enter into an 
amendment (‘Amendment’) to the Loan 
Agreement, which amendment would (1) accelerate 
the $80,000,000 commitment of the Banks from 
1981 to the effective date of a Commission order 
authorizing NEEI’s entering into the Amendment, 
and (2) increase the Banks’ commitment for 1981 to 
$105,000,000. It is stated that NEEI’s borrowings 
under the Loan Agreement were $52,000,000 as of 
August 31, 1980, and that NEEI estimates it will 
require an additional $24,000,000 of borrowings 
during 1980 to finance its expenditures in the 
Samedan partnership. Only $8,000,000 of 
additional borrowings are available from the present 
committed amount under the Agreement for 1980, 
leaving a shortfall of $16,000,000. In addition, NEEI 
is seeking, in another filing, to enter into a separate 
partnership agreement with Dorchester Exploration 
Incorporated to explore for oil and gas, which could 
require investment by NEE! in 1980 of up to 


$15,000,000. It is NEEI’s belief that entering into the 
Amendment would provide for bank borrowings 
adequate to finance NEEI’s needs for the remainder 
of 1980, including investment in the Dorchester 
partnership if it should be authorized. It is further 
stated that an increase in the Banks’ commitment to 
$105,000,000 for 1981 is needed in order to meet, in 


part, NEEI’s capital requirements for 1981, 
presently estimated at $100,000,000. Authorization 
concerning the remainder of NEEI’s 1981 financing 
requirements will be the subject of a further filing 
with this Commission. 


NEE! claims exemption from the competitive 
bidding requirement of Rule 50 for the issuance of 
its notes to the Banks pursuant to Rule 50(a)(2). 


The fees and expenses to be incurred in connection 
with the proposed transaction will be supplied by 
amendment. It is stated that no state commission 
and no federal commission, other than this 
Commission, has jurisdiction over the proposed 
transaction. 


NOTICE IS FURTHER GIVEN that any interested 


person may, not later than October 27, 1980, 
request in writing that a hearing be held on such 
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matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by said application-declaration, as amended by said 
post-effective amendment, which he desires to 
controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail upon the applicants-declarants 
at the above-stated address, and proof of service (by 
affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date, the application-declaration, as 
amended by said post-effective amendment or as it 
may be further amended, may be granted and 
permitted to become effective as provided in Rule 23 
of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21732/September 29, 1980 


In the Matter of 

CEDAR COAL COMPANY 

CENTRAL APPALACHIAN COAL COMPANY 
SOUTHERN APPALACHIAN COAL COMPANY 
Charleston, West Virginia 


CENTRAL OHIO COAL COMPANY 
Canton, Ohio 


SOUTHERN OHIO COAL COMPANY 
Moundsville, West Virginia 


(70-6488) 
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SUPPLEMENTAL ORDER CORRECTING HCAR NO. 
21726, ISSUED SEPTEMBER 24, 1980 


A reference to Rule 50, which requires a competitive 
bidding procedure on certain sales of securities, was 
erroneously included in the ordering paragraph of 
the order identified above. Rule 50 is not applicable 
to the transaction. The order is hereby amended as 
of September 24, 1980, to read as follows: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that 
said application, as amended, be, and it hereby 
is, granted, effective forthwith, subject to the 
terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21733/September 30, 1980 


In the Matter of 


THE SOUTHERN COMPANY 
Atlanta, Georgia 


(70-6492) 


ORDER AUTHORIZING HOLDING COMPANY TO ACT 
AS SURETY ON BONDS OF PUBLIC-UTILITY 
SUBSIDIARY COMPANIES 


The Southern Company (“Southern”), a registered 
holding company, has filed a declaration with this 
Commission pursuant to Section 12(b) of the Public 
Utility Holding Company Act of 1935 (“Act”) and 
Rule 45 promulgated thereunder regarding the 
following proposed transactions. 


Southern proposes to act as a surety on bonds of its 
subsidiaries, Alabama Power Company (“Alabama”) 
and Southern Electric Generating Company 
(“SEGCo”), in connection with appeals by Alabama 
and SEGCo from final ad valorem tax assessments 
by the State of Alabama. 


The Department of Revenue of the State of Alabama, 
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on July 2, 1980, issued its final assessments and 
notices of 1980 ad valorem taxes on Alabama’s and 
SEGCo’s property located in the State of Alabama. 
On July 28, 1980, Alabama and SEGCo appealed 
their respective assessments in connection with 
such taxes to the Circuit Court of Montgomery 
County, Alabama, alleging that the valuation of 
property owned by non-public utility taxpayers at 
less than 100% of fair market value and the valuation 
of the property of Alabama and SEGCo at 100% of 
fair market value discriminates against Alabama 
and SEGCo in violation of the Alabama Constitution 
of 1901 and the United States Constitution. 


As acondition to appealing from assessments for the 
ad valorem tax without being required to pay the 
disputed taxes when allegedly due, Alabama and 
SEGCo are required to post supersedeas bonds with 
the court in double the amount of the respective 
taxes payable, and such bonds must have a good 
and sufficient surety thereon. Such taxes are 
currently estimated to be approximately $30 million 
for Alabama, resulting in the need for a surety bond 
of approximately $60 million, and $766,000 for 
SEGCo, resulting in a need for a surety bond in the 
amount of $1,532,000. 


Alabama and SEGCo have been advised that bonds 


can be obtained from a commercial surety 
company, but with aggregate required premiums of 
over $70,000 annually. In order for Alabama and 
SEGCo to avoid the substantial premium cost 
attendant upon the use of a commercial surety, 
Southern proposes to act as surety on Alabama's and 
SEGCo’s bonds for no premium, fee, or other 
compensation. Approval of these bonds by the 
Circuit Court of Montgomery County is expected. 


Southern intends to act as surety on the supersedeas 
bonds during the entire appeal period in order to 
avoid the payment of the alledgedly discriminatory 
taxes until the questions raised in the appeals have 
been finally determined. 


No state commission and no federal commission, 
other than this Commission, has jurisdiction over the 
proposed transactions. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21695), and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
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standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
declaration be permitted to become effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
declaration be, and it hereby is, permitted to become 
effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21734/September 30, 1980 


In the Matter of 


INDIANA & MICHIGAN ELECTRIC COMPANY 
Fort Wayne, Indiana 


(70-6484) 
ORDER AUTHORIZING EXTENSION OF 


UNSECURED DEBT BORROWING LIMITATION AND 
PROPOSED REVISED CHARTER 


Indiana & Michigan Electric Company, an electric 
utility subsidiary of American Electric Power 


Company, Inc. (“AEP”), a registered holding 
company, has filed with this Commission a 
declaration and amendments thereto pursuant to 
Sections 6(a), 7 and 12(e) of the Public Utility 
Holding Company Act of 1935 (“Act”) and Rules 62 
and 65 promulgated thereunder concerning the 
following proposed transactions. 


1&M proposes to obtain the consent of the holders of 
its outstanding cumulative preferred stock to 
approve a 5-year extension of |&M’s authority under 
its Articles of Acceptance (“Charter”) to issue or 
assume unsecured debt in an aggregate principal 
amount exceeding 10%, but which amount, 
including all outstanding long-term unsecured debt, 
would not exceed 20% of |&M’s total capitalization at 
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any time. 1&M’s capitalization is defined as the sum 
of (i) the total outstanding principal amount of its 
secured debt, (ii) the total par value of, or stated 
capital represented by, outstanding shares of all 
classes of its stock, and (iii) any surplus. |&M is at 
present authorized to incur or assume unsecured 
debt within the foregoing limitation through 
December 31, 1980, pursuant to an order dated 
September 29, 1976 (HCAR No. 19697). The 
proposed extension would commence January l, 
1981, and end December 31, 1985, and would be 
subject to the condition that the principal amount of 
such unsecured debt in excess of 10% the total 
capitalization outstanding on December 31, 1985, 
shall mature not later than June 30, 1986. The actual 
issuance and sale of any debt securities within the 
limits of the shareholder and Commission 
authorizations described above will be subject to 
further authorization by the Commission. 


1&M also proposes to adopt a new Charter which 
generally would integrate, restate and supersede the 
existing Charter and the resolutions of its Board of 
Directors creating the various series of cumulative 
preferred stock currently outstanding, and which 
would effect a number of essentially technical 
amendments designed to correct obsolete 
references and to simplify and modernize the 
Charter by eliminating certain provisions which are 
unnecessary or redundant under, or which conflict 
with, the Indiana General Corporation Act. Counsel 
to |&M have advised that none of the proposed 
technical changes would be substantially prejudicial 
to the rights of the holders of any series of |1&M’s 
Cumulative preferred stock, and thus ordinarily 
would not require the approval of such holders. In 
addition to such technical changes, however, the 
proposed new Charter will also provide for a 
4,000,000 share increase, from 7,200,000 to 
11,200,000, in the number of shares of $25 
Preferred Stock that |&M shall be authorized to 
issue. Such an increase requires the consent of 
holders of |&M’s cumulative preferred stock and of 
the holder of its common stock. |&M therefore 
proposes to submit the new Charter for adoption by 
holders of its cumulative preferred stock, voting asa 
class, and by the holder of its common stock. 
Adoption of the new Charter and the amendments 
contained therein will be submitted as a single 
proposal, so that if the proposed new Charter should 
not be adopted by the holders of the cumulative 
preferred stock, none of the changes proposed 
therein, including those not otherwise requiring 
approval by such holders, will become effective. 
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By order dated September 2, 1980 (HCAR No. 
21698), 1&M was authorized to solicit proxies from 
its common stockholder and the holders of its 
Cumulative preferred stock to be used at a special 
meeting of the common and preferred shareholders 
to be held on October 17, 1980. Holders of |&M’s 
cumulative preferred stock will be asked to approve 
the extension of the unsecured borrowing authority 
in excess of 10% of I&M’s capitalization, and to 
approve the new Charter. Approval of the extension 
of time to issue unsecured debt in excess of 10% of 
Capitalization requires the affirmative vote of the 
holders of cumulative preferred stock entitled to 
cast a majority of the votes which all outstanding 
shares of cumulative preferred stock are entitled to 
cast (with holders of $100 Preferred entitled to cast 
one vote per share, and holders of $25 Preferred 
entitled to cast one-quarter of a vote per share). 
Approval of the new Charter requires the affirmative 
vote of the holders of shares of cumulative preferred 
stock entitled to cast a majority of the votes which all 
outstanding shares of cumulative preferred stock 
are entitled to cast (with holders of $100 Preferred 
entitled to cast one vote per share, and holders of 
$25 Preferred entitled to cast one-quarter of a vote 
per share), voting as a class, and by the holders of a 
majority of the outstanding shares of common stock, 
voting as a class. AEP, the holder of all of 1&M’s 
common stock, has indicated that it intends to vote 
all of such shares in favor of the new Charter. 


The fees and expenses to be incurred in connection 
with the proposed transactions are estimated at 
$93,700, including printing expenses of $37,000, 
state taxes and fees of $13,700 and transfer agent’s 
fees of $14,000. No state commission and no federal 
commission, other than this Commission, has 
jurisdiction over the proposed transactions. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21698), and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
declaration, as amended, be permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
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declaration, as amended, be, and it hereby is, 
permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21735/October 1, 1980 


In the Matter of 


NATIONAL FUEL GAS COMPANY 
30 Rockefeller Plaza 
New York, New York 10112 


NATIONAL FUEL GAS DISTRIBUTION 
CORPORATION 

10 Lafayette Square 

Buffalo, New York 14203 


NATIONAL FUEL GAS SUPPLY CORPORATION 
308 Seneca Street 
Oil City, Pennsylvania 16301 


(70-6395) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
COMMERCIAL PAPER AND NOTES TO BANKS BY 
HOLDING COMPANY 


NOTICE IS HEREBY GIVEN that National Fuel Gas 
Company, (“National”), a registered holding 
company, has filed with this Commission a post- 
effective amendment to the application-declaration 
in this proceeding pursuant to Sections 6(a) and 7 of 
the Public Utility Holding Company Act of 1935 
(‘Act’) regarding the following proposed 
transactions. All interested persons are reverred to 
the amended application-declaration, which is 
summarized below, for a complete statement of the 
proposed transactions. 


By order in this proceeding dated January 21, 1980 
(HCAR No. 21402) the Commission authorized 
National to issue and sell from time to time during 
the period from January 21, 1980, through 
December 31, 1980, up to $30,000,000 aggregate 
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principal amount at any one time outstanding of its 
short-term unsecured notes to The Chase 
Manhattan Bank, N.A. (“Chase”) and to loan the 
proceeds therefrom to National Fuel Gas 
Distribution Corporation (‘‘Distribution 
Corporation’) (‘TRANSACTION A’’). The 
Commission also authorized National to issue and 
sell from time to time during the same period up to 
$20,000,000 aggregate principal amount at any one 
time outstanding of its commercial paper and/or 
short-term unsecured notes to Chase and to loanthe 
proceeds to Distribution Corporation 
(“TRANSACTION B”). 


In addition, National was authorized to establish 
lines of credit with various banks aggregating 
$50,000,000 and to issue and sell from time to time 
short-term unsecured notes and loan the proceeds 
to National Fuel Gas Supply Corporation (“Supply 
Corporation”) (“TRANSACTION C”). Supply 
Corporation uses the funds for working capital and to 
purchase gas placed in storage during the summer 
months. 


In order to take advantage of more favorable 
commercial paper borrowing rates, National has 
filed a post-effective amendment to seek 
authorization to make the following changes in their 
proposals outlined as TRANSACTION A and 
TRANSACTION B in the original application- 
declaration: 


TRANSACTION A: National now proposes to issue 
and sell from time to time through December 31, 


1980, up to $10,000,000 aggregate principal 
amount at any one time outstanding of its short-term 
unsecured notes to Chase and to loan the proceeds 
therefrom to Distribution Corporation. 


The short-term unsecured notes issued to Chase will 
be dated as of the date of issue, will mature not later 
than twelve months from the date thereof, will be 
prepayable at any time without premium, and will 
bear interest based on the Chase prime rate as it 
fluctuates from time to time. Interest will be payable 
quarterly until the principal amount is paid in full. 
National has informally agreed with Chase to 
maintain average balances of 20% of the average 
loans outstanding; however, the average balances 
maintained for normal operating needs are 
sufficient to cover these amounts. Assuming an 
average balance of 20% was required, the effective 
cost of money, based ona 12.25% prime rate, would 
be 15.3125%. There will be no commitment fee or 
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any closing or related cost in connection with the 
above borrowings. 


National proposes to exchange the proceeds from 
the sale of its short-term notes for up to $10,000,000 
aggregate principal amount at any one time 
outstanding of short-term unsecured notes from 
Distribution Corporation on the same terms and 
conditions as provided in the original application- 
declaration. National tentatively proposes to repay 
the $10,000,000 through monies received from 
Distribution Corporation, from bank loans, or from 
the sale of long-term securities. 


TRANSACTION B: National now proposes to issue 
and sell from time to time through December 31, 
1980, up to $40,000,000 aggregate principal 
amount at any one time outstanding of its 
commercial paper to A. G. Becker & Co., 
Incorporated (‘‘Dealer’’) and/or short-term 
unsecured notes to Chase and to loan the proceeds 
to Distribution Corporation. 


The decision to issue commercial paper or short- 
term notes is at the discretion of National, except 
that, if the effective cost for commercial paper 
exceeds the cost of equivalent borrowings from 
Chase on the date of issue, National will issue its 
short-term unsecured notes to Chase. The 
commercial paper will be sold by National to the 
Dealer on the same terms and conditions as 
provided in the original application-declaration. 


National proposes to exchange the proceeds from 
the sale of its short-term notes and/or commercial 
paper for up to $40,000,000 aggregate principal 
amount at any one time outstanding of short-term 
unsecured notes from Distribution Corporation on 
the same terms and conditions as provided in the 
original application-declaration. National tentatively 
proposes to repay the $40,000,000 through monies 
received from Distribution Corporation, fromm bank 
loans, or from the sale of long-term securities. 


It is stated that all of the other terms and conditions 
in the order dated January 21, 1980, will remain the 
same. 


It is stated that no special and separable fees or 
expenses are anticipated in connection with the 
consummation of the transactions proposed herein 
and that no federal or state regulatory authority, 
other than this Commission, has jurisdiction over the 
proposed transactions. 
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NOTICE IS FURTHER GIVEN that any interested 
person may, not later than October 27, 1980, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by said post-effective amendment to the 
application-declaration which he desires to 
controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail upon the applicants-declarants 
at the above-stated addresses, and proof of service 
(by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date, the application-declaration, as 
now amended or as it may be further amended, may 
be granted and permitted to become effective as 
provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. 
Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices 
or orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21736/October 2, 1980 


In the Matter of 

NATIONAL FUEL GAS COMPANY 

30 Rockefeller Plaza 

New York, New York 10112 

NATIONAL FUEL GAS SUPPLY CORPORATION 
308 Seneca Street . 

Oil City, Pennsylvania 16301 


NATIONAL FUEL GAS DISTRIBUTION 
CORPORATION 
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NATIONAL GAS STORAGE CORPORATION 
SENECA RESOURCES CORPORATION 

10 Lafayette Square 

Buffalo, New York 


(70-6441) 


NOTICE QF PROPOSAL TO ALLOCATE TAXES 
WITHIN A HOLDING COMPANY SYSTEM IN A 
MANNER DIFFERING FROM THAT PERMITTED BY 
RULE 45 


NOTICE IS HEREBY GIVEN that National Fuel Gas 
Company (“National”), a registered holding 
company, and its four subsidiary companies, 
National Fuel Gas Supply Corporation, National Fuel 
Gas Distribution Corporation, National Gas Storage 
Corporation and Seneca Resources Corporation 
(“Seneca”) have filed a declaration and an 
amendment thereto with this Commission pursuant 
to the Public Utility Holding Company Act of 1935 
(“Act”), designating Sections 12(b) and 12(f) of the 
Act and Rule 45 promulgated thereunder as 
applicable to the proposed transaction. All 
interested persons are referred to the amended 
declaration, which is summarized below, for a 
complete statement of the proposed transaction. 


By order dated April 17, 1963 (HCAR No. 14853) the 
Commission granted National authority to allocate 
the National Fuel Gas System’s consolidated federal 


income tax liabilities, after giving effect to 
investment tax credits allowed, ina manner differing 
from that permitted by Rule 45 under the Act. By 
order dated October 17, 1978 (HCAR No. 20733), 
the Commission granted National authorization to 
further modify its manner of allocating consolidated 
federal income tax liabilities among its subsidiaries 
for the years 1978 and 1979. National and its 
subsidiaries now request authority to allocate 
consolidated tax liabilities for their 1980 and 1981 
fiscal years in the same manner as authorized by the 
Commission’s order dated October 17, 1978 (HCAR 
No. 20733). 


Seneca, National’s exploration and development 
subsidiary, has incurred and is expected to continue 
to incur tax losses. During initial years, a large 
portion of the related expenses for gas exploration 
and development, such as intangible drilling and 
development costs and the abandonment of certain 
leasehold interests, although capitalized on 
Seneca’s books, are deducted as current expenses 
for federal income tax purposes. These deductions 
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produce tax losses which consequently result in 
savings to the system by decreasing the system’s 
consolidated tax liability. However, under the tax 
allocation method set out in Rule 45(b) of the Act, 
the benefit of such current reductions are allocated 
to subsidiaries in the system other than Seneca, 
whose tax losses decrease the tax liability of the 
system. This allocation would make unavailable to 
Seneca the tax benefits which might otherwise be 
utilized in furtherance of its efforts to develop 
additional gas reserves which may be needed in the 
future to supplement the System’s supplies. 


It is stated that the proposed method of tax allocation 
will enable Seneca to utilize the tax losses sustained 
in the initial years of its exploration and development 
program as a source of funds for future exploration 
and development of gas reserves. By utilizing the tax 
allocation procedure authorized by the 
Commission’s previous orders, Seneca received 
benefits of $2,088,575 during the 1978 fiscal year, 
and $3,688,302 during the 1979 fiscal year. These 
benefits resulted from tax losses sustained and 
investment tax credits generated by Seneca’s 
exploration and development program. It is stated 
that expenditures for exploration and development 
normally exceed revenues from newly discovered 
reserves for a period of several years and that, as a 
result, it is uncertain when Seneca will be in a 
profitable tax position. 


National proposes to calculate the system’s tax 
liability to be reported on its consolidated tax return 
for its 1980 and 1981 fiscal years in the usual 
manner, but, for purposes of allocating liability 
among individual subsidiaries in the system, will add 
back the reduction in such tax liability generated by 
Seneca’s tax loss during each year. This combined 
amount (adjusted consolidated tax liability) will then 
be allocated among the system companies which 
are not in a tax loss position in accordance with the 
procedure specified in Rule 45. The other 
Subsidiaries will then make payments to National of 
their allocated share of the adjusted consolidated 
tax liability. National, in turn, will pay to Seneca the 
cash equivalent of the differences between the 
actual consolidated tax liability of the system and the 
aggregate amounts received by National from its 
other subsidiaries. In no event will the tax allocated 
to any subsidiary exceed the amount of tax based 
upon a separate return computed as if each 
subsidiary had always filed its tax return on a 
separate return basis. 
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Expenditures for Seneca’s exploration and 
development program are presently estimated at 
$17,000,000 for fiscal 1980. Based on this budgeted 
amount, it is estimated that Seneca will have a net 
tax loss of $10,120,000 for the 1980 fiscal year. The 
proposed transaction will allow Seneca to continue 
to receive the benefit of its tax losses during 1980 
and 1981, and enable it to sustain the level of 
expenditures necessary to find and develop gas 
reserves. In future years, when Seneca has taxable 
income, it may be entitled to tax credits as a result of 
the net operating loss carryback or carryover 
provisions of the Internal Revenue Code (“Code”) in 
order to comply with the separate return limitation 
provisions of the Code and Rule 45 of the Act. To the 
extent that Seneca receives tax benefits pursuant to 
the proposed transaction, such benefits would be 
applied to reduce any tax credits in future years to 
which Seneca might otherwise become entitled 
under the aforementioned separate return limitation 
provisions. 


The fees, commissions and expenses to be incurred 
in connection with the proposed transaction are 
estimated at $2,930. It is stated that no state or 
federal regulatory authority, other than this 
Commission, has jurisdiction over the proposed 
transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than October 27, 1980, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by the filing which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the applicants-declarants at the above-stated 
address, and proof of service (by affidavit or, in case 
of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the 
application-declaration, as amended or as it may be 
further amended, may be granted and permitted to 
become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under 
the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 
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any notices or orders issued in this matter, including 
the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21737/October 1, 1980 


In the Matter of 


GEORGIA POWER COMPANY 
Atlanta, Georgia 


(70-6348) 


MEMORANDUM OPINION AND ORDER AUTHORIZ- 
ING ISSUANCE AND SALE OF FIRST MORTGAGE 
BONDS AND PREFERRED STOCK AT COMPETI- 
TIVE BIDDING AND DENYING A REQUEST FOR 
HEARING 


Georgia Power Company (“Georgia”), an electric 
utility subsidiary of The Southern Company 
(“Southern”), a registered holding company, has 
filed an application and amendments thereto with 
this Commission pursuant to Section 6(b) of the 
Public Utility Holding Company Act of 1935 (“Act”) 
and Rule 50 promulgated thereunder regarding the 
proposed transactions. Georgia applied on April 22, 
1980 for authority to issue and sell at competitive 
bidding up to $250,000,000 principal amount of first 
mortgage bonds (“new Bonds”) and up to 
$75,000,000 stated value of its preferred stock 
(“new Preferred Stock”). On July 18, 1980, the 
application was amended to reduce the proposed 
bond sales to $125,000,000, and to postpone the 
initial sale from July to October 1980. Notice of 
Georgia’s amended proposal was duly published in 
the manner prescribed in Rule 23 under the Act 
(HCAR No. 21679, August 15, 1980) and objections 
and a request for hearing have been filed, as 
described below. 


Georgia is engaged in the generation, distribution 
and sale of electric energy within the state of 
Georgia, providing retail service to rural areas and 
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over 600 communities, including Athens, Atlanta, 
Augusta, Columbus, Macon, Rome and Valdosta. 
Georgia also provides wholesale service to 39 rural 
cooperative associations and 49 municipalities. Its 
net utility plant at June 30, 1980 was about $4.2 
billion including $736 million of construction work in 
progress. 


Up to $75,000,000 of the new Bonds have been 
scheduled for issue in October 1980. The new Bonds 
will be first mortgage bonds, issued under and 
secured by Georgia’s Indenture, dated March 1, 
1941, as amended, and as to be amended by 
supplemental indentures for each series, dated as of 
the first day of the month in which the bonds are 
issued. The balance will be issued and sold in one or 
more series from time to time not later than March 
31, 1981. Each series of new Bonds will have a term 
of not less than five nor more than 30 years and will 
be sold at competitive bidding for the best price to 
Georgia obtainable but not for less than 98% nor 
more than 101-3/4% of the principal amount 
thereof, at an interest rate fixed by competitive 
bidding. 


Georgia will fix a maximum amount of bonds to be 
offered in its invitation for proposals under Rule 
50(b). It may defer specifying the maturity date, and 
prospective bidders will be notified of the selected 
maturity date by telephone, confirmed in writing, not 
less than 24 hours prior to the time of bidding, if the 
right to do so is reserved in the invitation. It may also 
reduce the amount of bonds to be offered in the 
same manner. Unless the shorter period is specified 
in the invitation, such notices will be given not less 
than 72 hours before the time of bidding. 


Georgia also proposes to sell its $75,000,000 of 
preferred stock in one or more series, but not later 
than March 31, 1981. The sale will be for the best 
price attainable, but not less than 100% or more than 
102% of the stated value per share, which will also be 
the public offering price per share. The dividend rate 
for each series will be fixed by competitive bidding, 
as will the purchaser’s compensation, to be paid by 
Georgia to the successful bidders for purchasing 
and reoffering each share to the public. The 
procedure for competitive bidding follows that for 
the new Bonds with respect to the number of shares 
to be offered in each series and as to whether the 
terms of a series are to include a cumulative sinking 
fund of not more than 5% annually of the number of 
shares of the series originally issued. Such a sinking 
fund will commence 5 or more years after the sale, 
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with a non-cumulative option, on any sinking fund 
date, of redeeming an additional like number of 
shares. 


The terms of the new Bonds and the new Preferred 
Stock will include the customary restrictions on 
refundability or redemption at a lower cost of money. 


The proposed financing is part of Georgia’s capital 
budget for the 13 months ending January 31, 1981, 
which may be summarized as follows: 


(000’s omitted) 


January- 
June 1980- 


July 1980- 
Jan. 1981 
(Actual) (Estimated) Total 
First mortgage bonds $(15,000) $124,250 $109,250 
Long term notes 120 —- 120 
Pollution control obligations 11,075 15,615 26,690 
Capitalized leases (1,125) 368,810 67,685 
Debt $(4,930) $208,675 $203,745 
Preferred (3,467) 74,947 71,480 
Common equity 10,300 10,300 
Financing: $293,922 $285,525 
Sale of property—book value 45,110 283,071 
Depreciation and 
amortization 
Deferred taxes and tax credits 
Other internal sources—net 
Available 
Plant additions: 
Scherer—coal 
Vogtle—nuclear 
Wallace Dam—hydro 
Other 
Under construction 
Nuclear fuel 
Plants in service 
Generation 
Transmission, distribution 
and other 
Additions 


$(8,397) 
2237,961 


91;927 
67,043 
(135,119) 
$253,415 


106,867 
56,334 
(3,489) 
$498,744 


198,794 
123,377 
(138,608) 
$752,159 


$45,043 
53,567 
9,944 
5,257 
$113,811 
13,884 
53,005 
$180,700 


$27,489 
148,181 
1,226 
8,099 
$184,995 
26,903 
84,392 
$296,290 


$72,532 
201,748 
11,170 
13,356 
$298,806 
40,787 
137,397 
$476,990 


72,715 
$253,415 


202,454 
$498,744 


275,169 
$752,159 


‘Net of maturities, including sinking fund preferred stock. 

?Pre 1980 cost of 60% of Scherer units 1 and 2, sold May 22, 1980 to 
Oglethorpe Power Corporation (HCAR No. 21582, May 20, 1980). Georgia 
acts as agent for its co-owners in constructing these plants. The budget 
shows its share of the current costs, excluding about $78 million for which it 
has been or will be currently reimbursed by its co-owners. 

’Principally sale and lease back of Georgia’s new office building on 
expected completion about the end of 1980. (HCAR No. 21138, July 9, 
1979). 


At the end of 1979 Georgia owned 83.5% of the 
Scherer plants and 50.72% of the Vogtle plants. Two 
units at each site, scheduled for completion in 1982, 
1984, 1985 and 1987 respectively, are in advanced 
stages. Units 3 and 4 at Scherer, scheduled for 1987 
and 1989 are in an early stage. The Scherer coal 
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units are each about 810 mwcapacity and the Vogtle 
nuclear units about 1,160 mw capacity. 


A planned sale of 60% of Scherer units 1 and 2 to 
Oglethorpe Power Corporation was closed May 22, 
1980. The ownership of the other co-owners was 
concurrently adjusted (HCAR No. 21709, 
September 8, 1980) by doubling the interest of the 
Municipal Electric Authority of Georgia (“MEA”) in 
Scherer Units 1 and 2 from 15.1 to 30.2%, and 
reacquiring the interests of MEA (15.1%) and the city 
of Dalton (1.4%) in units 3 and 4. Georgia now owns 
8.4% of units 1 and 2, 100% of the other two units, 
and 23.5% of the common facilities. This sale was 
closed in September. Sales of 16.5% of the two 
Vogtle units to unaffiliated Florida utility companies, 
have been discussed as has a 25% participation by 
Southern’s Florida and Mississippi subsidiaries in 
Scherer units 3 and 4, but are contingent on 
appropriate agreements and our approval. The 
Wallace Dam, wholly owned by Georgia, is to be 
completed during this period. 


Georgia’s capitalization at June 30, 1980, and the 
effect of the proposed financing, may be 
summarized as follows: 


(in millions of dollars) 


June 30, 1980 

Amount 

Long term debt ‘$2,181 
Preferred stock 429 
Common equity 2225 
$3,835 


Proposed Pro Forma 

% Financing Amount 
56.9 $2,390 
11.2 504 
31.9 1230 
100.0 $4,129 


‘Includes $23 million current maturities. 
Includes $227 million of retained earnings. 


Its reported operating revenues for the twelve 
months ended June 30, 1980 were about $1.6 
billion, operating income, after $155 million 
provision for income taxes, $293 million, and net 
revenue after preferred dividends $177 million. The 
pro forma bond interest coverage was approximately 
2-1/2 times. 


The Georgia Public Service Commission, which has 
primary jurisdiction over Georgia, expressly 
approved, on June 30, 1980, Georgia’s application to 
sell the $250,000,000 in bonds and $75,000,000 in 
preferred stock, finding among things that: 


“4. It proposes to make capital expenditures during 
1980 in the amount of approximately $697,618,000 
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and during 1981 in the amount of approximately 
$896,163,000. Said capital expenditures are 
necessary and reasonably required for purposes for 
which Section 93-414 of the Georgia Code permits 
the issuance of securities with the approval of the 
Commission, including the acquisition of property, 
the construction and equipment of power plants, 
and completion, extension and improvement of 
facilities and properties, the improvement and 
maintenance of service, the discharge or the lawful 
refunding of obligations, and the reimbursement to 
the Company's treasury for expenditures for one or 
more such purposes, all of which are in the scope of 
Section 93-414.” 


The subsequent consummation of the MEA 
transaction and other favorable developments 
permitted Georgia to halve the proposed bond issue. 
Less than 38% of its capital budget for the 13 months 
under consideration requires external financing. 


We note that Georgia’s budget for this period 
includes no significant common equity. This reflects 
the modest requirements of Georgia and the critical 
needs of Alabama Power Company which we have 
recently examined, (HCAR No. 21711, September 
10, 1980). The results of the remaining portions of 
Georgia’s program to share its generating facilities, 
and of Southern’s expected 1980 common stock 
offering, are still to be seen. 


Southern has contributed $190,900,000 to Georgia 
from 1976-1979 and maintained the common 
equity ratios at about 32% until the latter part of 
1979.! We will expect its 1981 financial program to 
include appropriate adjustment of the effects of the 
financial strains of the recent period, now that the 
major transactions with the cooperatives and 
municipalities in Georgia have been effected. 


Three persons, each a common shareholder of 
Southern and residential customer of Georgia, 
(“complainants”) have filed objections to Georgia’s 
proposed financing and request that a hearing be 
held before any authorization is granted. Their major 
contentions are: 1) the construction program to be 
partially financed through the proposed securities 
sales is excessive and improvident; 2) the proposed 
securities issues are unreasonably adapted to 
Georgia’s security structure; 3) the proposed 
securities issues will contribute to the perpetuation 
of an existing imbalance in rates of return on equity 
among Southern’s four operating subsidiaries, such 
imbalance being detrimental to Georgia; and, 4) this 
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Commission is required, before acting on Georgia’s 
application, to prepare an environmental impact 
statement pursuant to the National Environmental 
Policy Act of 1969 (“NEPA”). 


The complainants, reinforced by an Alabama 
consumer for the Alabama case, have raised 
essetitially the same objections to the last two 
Southern System filings. We will not repeat the 
analysis and conclusions expressed in our opinions 
in The Southern Company (HCAR No. 21665, July 
24, 1980), and Alabama Power Company, (HCAR 
No. 21711, September 10, 1980). They are 
controlling here. The particular characteristics of 
Georgia are described above. Complainants’ 
statements in the Alabama case as to Alabama’s 
asserted inferiority to Georgia, are the mirror image 
of their statements as to Georgia here. They do not 
alter our conclusions. 


Georgia’s proposed financing meets the 
requirements of Section 6(b) of the Act. The security 
issues proposed by Georgia are solely for the 
purpose of financing the business of Georgia and 
have been expressly authorized by the State commis- 
sion of the state in which Georgia is organized and is 
doing business. Our order, accordingly, will 
authorize the issue and sale, by competitive bidding, 
of $125 million of first mortgage bonds and $75 
million of preferred stock, in one or more series, as 
proposed by Georgia, subject to the terms and 
conditions prescribed in Rule 24 under the Act. The 
registration statement with respect to each series, 
filed with us under the Securities Act of 1933, shall 
also be filed in this proceeding. 


The fees, commissions and expenses to be incurred 
in connection with the proposed sale of the initial 
series of new Bonds are estimated at $236,000, 
including legal fees of $35,000 and accountants’ 
fees of $18,000. The fee of counsel for purchasers of 
the bonds is estimated at $24,000 and is to be paid 
by the successful bidders. The record is incomplete 





‘Its policy was reviewed in Georgia Power Company, 
45 SEC 610, 614-615 (1974), and Georgia moved 
promptly and effectively to correct the imbalances 
examined there. 


2On September 19, 1980 complainants petitioned 
the United States Court of Appeals for the District of 
Columbia Circuit, under Section 24 of the Act, for 
review of our Southern Company order. 
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with respect to the issuance of any subsequent 
series of new Bonds and new Preferred Stock and 
jurisdiction will be reserved over the fees, 
commissions and expenses to be incurred in 
connection therewith. 


Georgia has reserved the right to apply for an 
exception to the competitive bidding requirements 
of Rule 50 with respect to the sale of any of the series 
of bonds or preferred stock. Such an exception 
would be justified only in circumstances not 
presently foreseeable. But we will reserve 
jurisdiction over such possible applications. 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that the 
application, as amended, be and it hereby is, 
granted effective forthwith with respect to the issue 
and sale, by competitive bidding, of $125 million of 
first mortgage bonds and $75 million of preferred 
stock, as aforesaid, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act; and 


IT |S FURTHER ORDERED, that jurisdiction be, and it 
hereby is, reserved with respect to: 


(1) Any post-effective amendment Georgia may file 


for an exception from the competitive bidding 
requirements of Rule 50; 


(2) Any change in the terms of the draft 
supplemental indenture or in the draft charter 
amendment with respect to the preferred stock, both 
as now on file in this proceeding; 


(3) Fees and expenses with respect to the sale of the 
issues other than the initial series of the first 
mortgage bonds, and 


IT 1S FURTHER ORDERED that the request for a 
hearing be, and it hereby is, denied. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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TRUST INDENTURE ACT OF 1939 
Release No. 589/September 26, 1980 


In the Matter of 


UNITED TECHNOLOGIES CORPORATION 
File No. 22-10612 


ORDER GRANTING APPLICATION PURSUANT TO 


SECTION 310(b)(1)(ii) OF THE TRUST INDENTURE 
ACT OF 1939 


The Securities and Exchange Commission has 
issued an order on an application by United 
Technologies Corporation pursuant to Section 
310(b)(1)(ii) of the Trust Indenture Act of 1939 (the 
“1939 Act”) declaring that the trusteeship of 
Manufacturers Hanover Trust Company under three 
indentures, heretofore qualified under the 1939 Act, 
is not so likely to involve a material conflict of interest 
as to make it necessary in the public interest or for 
the protection of investors to disqualify 
Manufacturers Hanover Trust Company from acting 
as trustee under any of these indentures. 





TRUST INDENTURE ACT OF 1939 
Release No. 590/September 26, 1980 


In the Matter of 


UNITED TECHNOLOGIES CORPORATION 
File No. 22-10627 


ORDER GRANTING APPLICATION PURSUANT TO 


SECTION 310(b)(1)(ii) OF THE TRUST INDENTURE 
ACT OF 1939 


The Securities and Exchange Commission has 
issued an order on an application by United 
Technologies Corporation to Section 310(b)(1)(ii) of 
the Trust Indenture Act of 1939 (the “1939 Act”) 
declaring that the trusteeship of Morgan Guaranty 
Trust Company under four indentures, two of which 
were not qualified under the 1939 Act, is not so likely 
to involve a material conflict of interest as to make it 
necessary in the public interest or for the protection 
of investors to disqualify Morgan Guaranty Trust 
Company from acting as trustee under any of these 
indentures. 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11374/September 26, 1980 


In the Matter of 


IMPACT FUND, INC. 
711 Polk Street 
Houston, TX 77002 


(811-1802) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT APPLICANT HAS CEASED TO BE 
AN INVESTMENT COMPANY 


On August 28, 1980, a notice was issued 
(Investment Company Act Release No. 11319) of an 
application filed on August 2, 1979 and amended on 
July 28, 1980 by Impact Fund, Inc. (“Applicant”), an 
open-end, diversified management company 
registered under the Investment Company Act of 
1940 (“Act”), for an order of the Commission 
declaring that Applicant has ceased to be an 
investment company. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing 
of the application would be issued unless a hearing 
should be ordered. No request for a hearing has 
been filed and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that 
Applicant has ceased to be an investment company. 
Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of Impact Fund, Inc. under the 
Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11375/September 26, 1980 


In the Matter of 


KEMPER INCOME AND CAPITAL PRESERVATION 
FUND, INC. 

KEMPER HIGH YIELD FUND, INC. 

KEMPER MUNICIPAL BOND FUND, INC. 

KEMPER FUND FOR GOVERNMENT GUARANTEED 
SECURITIES, INC. 

KEMPER FINANCIAL SERVICES, INC. 

120 South LaSalle Street 

Chicago, Illinois 60603 


(812-4481) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS OF 
SECTION 22(d) OF THE ACT 


Kemper Income and Capital Preservation Fund, Inc., 
Kemper High Yield Fund, Inc., Kemper Municipal 
Bond Fund, Inc., and Kemper Fund for Government 
Guaranteed Securities, Inc., each registered under 
the Investment Company Act of 1940 (“Act”) as a 
diversified, open-end, management investment 
company, and Kemper Financial Services, Inc. 
(“Kemper”), investment manager for such 
investment companies (hereinafter, such 
investment companies and Kemper are referred to 
as “Applicants”), filed an application on June 1, 
1979, and amendments thereto on February 5, 
1980, June 20, 1980, and August 7, 1980, 
requesting an order of the Commission, pursuant to 
Section 6(c) of the Act, exempting Applicants from 
the provisions of Section 22(d) of the Act to the 
extent necessary to permit the sale of shares of the 
applicant investment companies (and shares of 
such other registered open-end, management 
investment companies with portfolios consisting 
primarily of fixed income securities and for which 
Kemper serves as investment manager and 
principal underwriter in the future) at net asset 
value, without imposition of normal sales charges 
and without regard to minimum initial investment 
requirements, to participants in reinvestment 
programs proposed to be offered to unitholders of: 
(1) Kemper Tax-Exempt Income Trust, (2) Kemper 
Income Trust, (3) Kemper Trust for Government 
Guaranteed Securities and (4) other unit investment 
trusts sponsored by Kemper in the future. 
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On August 29, 1980, a notice was issued 
(Investment Company Act Release No. 10931) of the 
filing of the application. The notice gave interested 
persons an opportunity to request a hearing and 
stated that an order disposing of the application 
would be issued as of course unless a hearing should 
be ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter has been considered, and it is found that 
the granting of the application is appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. Accordingly, 


IT |S ORDERED, pursuant to Section 6(c) of the Act, 
that the requested exemption from the provisions of 
Section 22(d) of the Act, to the extent requested, be, 
and hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11376/September 26, 1980 


In the Matter of 


VOYAGER VARIABLE ANNUITY ACCOUNT C 
VOYAGER VARIABLE ANNUITY ACCOUNT D 


AND 


VOYAGER LIFE INSURANCE COMPANY 
2255 Phyllis Street 
Jacksonville, FL 32204 


(812-4710) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
6(c) OF THE INVESTMENT COMPANY ACT OF 1940 
FOR AN ORDER GRANTING EXEMPTIONS FROM 
SECTIONS 14(a) AND 27(c)(2) OF THE ACT 


Notice is hereby given that Voyager Variable Annuity 
Account C (“Account C”), and Voyager Variable 
Annuity Account D (“Account D”), diversified, open- 
end management investment companies registered 
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under the Investment Company Act of 1940 (the 
“Act’), and Voyager Life Insurance Company 
(“Voyager Life”), a stock life insurance company 
incorporated under the laws of the State of Florida 
(hereinafter collectively called “Applicants”), filed 
an application on August 12, 1980 for an order 
pursuant to Section 6(c) of the Act exempting 
Applicants from the provisions of Sections 14(a) and 
27(c)(2) of the Act. All interested persons are 
referred to the application on file with the 
Commission for the facts and representations 
contained therein, which are summarized below. 


Voyager Life established Account C and Account D 
as investment media for group variable annuity 
retirement contracts (the “Contracts”) to be issued 
by Voyager Life in connection with deferred 
compensation plans adopted by governmental 
entities under Section 457 of the Internal Revenue 
Code of 1954, as amended (“Code”). The Contract 
owner will be the public employer. 


The Contracts offered for sale by Voyager Securities, 
Inc., a wholly-owned subsidiary of the parent of 
Voyager Life, Voyager Group, Inc., as principal 
underwriter of Accounts C and D, are periodic 
payment contracts. 


In Connection with its issue and sale of the 
Contracts, Voyager Life makes no front-end 
deductions from purchase payments (except for any 
premium taxes which may be then due; otherwise 
any premium tax due will be deducted from 
purchase payments or from individual account 
values at the annuity commencement date or at 
such other time as the tax becomes due). 


In the event of a partial or full surrender of the 
Contract or individual account thereunder during 
the accumulation period, a contingent deferred 
sales charge may be made from the amount 
surrendered to determine the amount to be paid if 
purchase payments have been made for fewer than 
fifteen years for an individual account. No 
contingent deferred sales charge is made from 
annuity payments under an option involving lifetime 
payments or from amount paid due upon the death 
of a participant. 


The contingent deferred sales charge is a 
percentage of the amount surrendered, as below; 
however, the charge will not exceed 9% of the 
purchase payments made. 
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Completed Years of Purchase 
Payment for the 


Contingent Deferred 
Individual Account 


Sales Charge 


Voyager Life makes daily deductions from the 
variable portion of the Contract at an effective 
annual rate of 1.44%, consisting of .44% for 
investment advisory services and 1.00% for the 
annuity rate and expense risks assumed by Voyager 
Life. 


During the accumulation period, an annual 
administrative fee of $15 is deducted on each July 2 
from the individual account value. If an individual 
account is fully surrendered prior to the 
commencement of annuity payments, the annual 
administrative fee will be deducted from proceeds 
paid. 


The assets of Account C and Account D will include 
the purchase payments paid to Voyager Life under 
the Contracts and the securities and other 
investments in which such purchase payments are 
invested. These securities will remain in the custody 
of Voyager Life as provided by Rule 17f-2 of the Act 
by deposit through safekeeping agreements with a 
bank whose functions and physical facilities are 
supervised by authorities of the State of New York. 


Section 14(a) 


Section 14(a) of the Act provides, in pertinent part, 
that no registered investment company and no 
principal underwriter for such a company shall 
make a public offering of securities of which such 


company is the issuer unless the investment 
company has a net worth of at least $100,000. An 
exemption from this requirement for a separate 
account funding only “tax-benefited variable annuity 
contracts” is set forth in Rule 14a-2. The Rule, 
promulgated in 1969, does not include within the 
definition of “tax benefited variable annuity 
contracts” contracts used in connection with plans 
satisfying the requirements of Sections 408 or 457 of 
the Code. 


Applicants seek an exemption from the provisions of 
Section 14(a) of the Act, subject to the same 
conditions as are currently set forth in Rule 14a-2, to 
permit the allocation to the Accounts of purchase 
payments under Contracts issued in accordance 
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with the provisions of Sections 408 or 457 of the 
Code. 


Applicants assert that a separate account funding 
contracts issued in connection with Section 408 or 
Section 457 plans, in addition to “tax-benefited 
variable annuity contracts” as defined in Rule 14a-2, 
is entitled to precisely the same relief from Section 
14(a) of the Act as a separate account funding only 
“tax-benefited variable annuity contracts.” 
Applicants believe that the narrower definition found 
in Rule 14a-2 is due solely to the fact that Sections 
408 and 457 of the Code did not exist at the time Rule 
14a-2 was adopted and that the purpose of the Rule 
(as well as Rules 15a-3, 16a-1 and 32a-2), that of 
allowing the Accounts to avoid mingling monies 
received under “tax-benefited variable annuity 
contracts” with other funds, is equally served by 
allowing contracts issued in connection with Section 
408 and 457 plans to be treated as “tax-benefited 
variable annuity contracts.” 


Section 27(c)(2) 


Section 27(c)(2) of the Act prohibits a registered 
investment company or a depositor or underwriter 
for such company from selling periodic payment 
plan certificates unless the proceeds of all 
payments, other than sales load, are deposited with 
a bank as trustee or custodian and held under an 
inventure or agreement containing, in substance, 
the provisions required by Section 26(a)(2) and (3) 
for trust indentures of a unit investment trust. 


Applicnats assert that all purchase payments 
received under the Contracts are to be applied or 
held for later application to the purchase of 
investments for the Account, of which Voyager Life 
will have custody as owner and not as trustee. 
Exemption is requested from Section 27(c)(2) to 
permit all purchase payments received under the 
Contracts to be held and applied by Voyager Life in 
the manner set forth in its Investment Advisory 
Services Agreement which requires, in part, that 
monies received for each Account be deposited in 
one or more cash accounts identified as assets of the 
Account maintained in one or more banks which will 
have the qualifications prescribed in paragraph (1) 
of Section 26(a) of the Act for trustees of unit 
investment trusts, but which banks will not act as 
trustee or custodian, or under an indenture or 
agreement meeting the requirements in Sections 
26(a)(2) and (3). 
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In support of their requested exemptions from 
Section 27(c)(2), Applicants state that Voyager Life 
is subject to extensive supervision and regulation by 
the Commissioner of Insurance of Florida, and tothe 
applicable insurance laws in the other jurisdictions 
in which Voyager Life does an insurance business. In 
addition, under Florida law, Voyager Life cannot 
abandon its obligations to owners or annuitants until 
they have been fully discharged, and the assets of 
the Account, equal to the reserves and other 
liabilities under the Contracts, are not chargeable 
with liabilities arising out of any other business that 
Voyager Life may conduct. 


The regulatory and supervisory functions of the 
Florida Commissioner of Insurance include periodic 
inspections of Voyager Life’s operations. Applicants 
further state the Accounts’ investments will be 
physically segregated at all times, that its 
investments will at all times be subject to inspection 
by the Commission, that each person depositing or 
withdrawing investments will sign a notation in 
respect thereof, and that only certain designated 
persons will have access to the securities and other 
investments in the accounts as follows: (1) two or 
more jointly of the not more than three officers or 
responsible einployees of the Accounts or of Voyager 
Life designated pursuant to a resolution of the Board 
of Managers of the Account; (2) properly authorized 
officers and employees of Voyager Life; (3) for the 
purposes of verification, audit and examination, 
independent public accountants jointly with any of 
the persons designated above; and (4) authorized 
employees or agents of the state insurance 
reguiatory authorities. 


Section 6(c) authorizes the Commission upon 
application to conditionally or unconditionally 
exempt any person, securities, or transaction, or any 
class or classes of persons, securities, or 
transactions, from the provisions of the Act or the 
Rules and Regulations promulgated thereunder, if 
and to the extent that such exemption is necessary 
or appropriate in the public interest and consistent 
with the protection of investors and the purposes 


fairly intended by the policy and provisions of the 
Act. 


Applicants have consented that any order granting 
the requested exemption from Section 27(c)(2) may 
be made subject to the conditions (1) that the 
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charges under the Contracts for administrative 
services shall not exceed such reasonable amounts 
as the Commission shall prescribe, jurisdiction 
being reserved to the Commission for such purpose, 
and (2) that the payment of sums and charges out of 
the assets of the Account shall not be deemed to be 
exempted from regulation by the Commission by 
reason of the requested order, provided that the 
Applicants’ consent to this condition shall not be 
deemed to be a concession to the Commission of 
authority to regulate the payments of sums and 
charges out of such assets other than charges for 
administrative services, and Applicants reserve the 
right in any proceeding before the Commission or in 
any suit or action in court to assert that the 
Commission has no authority to regulate the 
payment of such other sums or charges. 


NOTICE IS FURTHER GIVEN that any interested 
person may not latter than October 22, 1980 at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the application accompanied by a 
statement as to the nature of his/her interest, the 
reason for such request, and the issues, if any, of fact 
or law proposed to be controverted; or he/she may 
request that he/she be notified if the Commission 
shall order a hearing thereon. Any such 
communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request shall be served 
personally or by mail upon Applicants at the address 
stated above. Proof of such service (by affidavit, orin 
case of an attorney-at-law, by certificate) shall be 
filed contemporaneously with the request. As 
provided by Rule 0-5 of the rules and regulations 
promulgated under the Act, an order disposing of the 
Application herein may be issued as of course 
following October 22, 1980 unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing or advice as to whether a hearing is ordered 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11377/September 26, 1980 


In the Matter of 


VOYAGER VARIABLE ANNUITY FUND 
VOYAGER VARIABLE ANNUITY ACCOUNT C 
VOYAGER VARIABLE ANNUITY ACCOUNT D 


AND 


VOYAGER LIFE INSURANCE COMPANY 
2255 Phyllis Street 
Jacksonville, FL 32204 


(812-4709) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
6(c) OF THE INVESTMENT COMPANY ACT OF 1940 
FOR AN ORDER GRANTING EXEMPTIONS FROM 
SECTIONS 2(a)(32), 2(a)(35), 22(c), 26(a)(2)(C), 
27(c)(1), 27(c)(2), 27(d) AND RULE 22c-1 
THEREUNDER 


NOTICE IS HEREBY GIVEN THAT Voyager Variable 
Annuity Fund (“Fund”), Voyager Variable Annuity 
Account C (“Account C”), and Voyager Variable 


Annuity Account D (“Account D”) of Voyager Life 
Insurance Company (“Voyager Life’) (hereinafter 
collectively referred to as “Applicants”), filed an 
application on August 12, 1980 pursuant to Section 
6(c) of the Investment Company Act of 1940 (“Act”) 
for an order of the Commission granting exemptions 
from Sections 2(a)(32), 2(a)(25), 22(c) (and Rule 
22c-1 thereunder), 26(a)(2)(C), 27(c)(1), 27(c)(2) 
and 27(d) of the Act. The Fund is registered under 
the Act as an open-end diversified management 
investment company. Account C and Account D 
each filed registration statements under the Act on 
August 4, 1980 as open-end diversified 
management investment companies. All interested 
persons are referred to the application on file with 
the Commission for a statement of the facts and 
representations contained therein, which are 
summarized below. 


Voyager Life, a Florida-domiciled stock life 
insurance company, is a wholly-owned subsidiary of 
Voyager Group, Inc., also a Florida corporation. The 
Accounts are separate accounts of Voyager Life 
established pursuant to the insurance laws of Florida 
for the purpose of holding reserves attributable to 
certain of Voyager Life’s variable annuity contracts. 
Voyager Life is registered as an investment adviser 
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under the Investment Advisers Act of 1940 and, as 
such, acts as investment adviser to the Accounts. 


Under the variable annuity contracts currently 
offered by the Fund, sales charges are deducted 
from purchase payments as they are made. 
Applicants seek this exemption to permit the 
offering by the Accounts of new periodic payment 
group variable annuity retirement contracts (the 
“Contracts”) to governmental entities which have 
adopted deferred compensation plans (“Plans”) 
under Section 457 of the Internal Revenue Code of 
1954, as amended (the “Code”) which will have a 
contingent deferred sales charge. These Contracts 
are designed primarily for Plans involving 25 or more 
participants, having annual purchase payments of at 
least $50,000, and permitting group meetings of 
employees for solicitation. A single master group 
Contract is issued to cover all present and future 
participants. The Contract owner will be the public 
employer and the Contracts will be a part of the 
Contract owner’s general assets. Benefits available 
to Participants are governed exclusively by the 
provisions of the Plan and are backed only by the 
general assets of the Contract owner. 


Values of Individual Accounts under a Contract and 
the Contract value itself will vary with the investment 
performance in the Accounts of the full purchase 
payments (less periodic deductions from those 
values). At the selected annuity commencement 
date, annuity payments will begin as designated by 
the Contract owner (or Participant, as appropriate). 
In the event of partial or full surrender of the Contract 
or an Individual Account during the purchase 
payment accumulation period prior to the 
completion of fifteen purchase payment years, a 
Contingent Deferred Sales Charge is made from the 
amount surrendered to determine the amount to be 
paid. The Contingent Deferred Sales Charge is a 
percentage of the amount surrendered, as below; 
however, the deduction will not exceed 9% of the 
purchase payments made. 


Completed Years of Purchase 

Payment for the Contingent Deferred 
Individual Account Sales Charge 
Less than 5 5% 
5 or more but less than 10 

10 or more but less than 15 

15 or more 


The Contingent Deferred Sales Charge will not be 
imposed on withdrawals due to the death of a 
Participant nor will it be imposed upon election of a 
life contingency annuity option. 
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Sections 26(a)(2)(C) and 27(c)(2) 


Section 27(c)(2) prohibits a registered investment 
company, depositor or underwriter for such 
company from selling periodic payment plan 
certificates unless the proceeds of all payments, 
other than sales loads, on such certificates are 
deposited with a trustee or custodian having the 
qualifications prescribed in Section 26(a)(1), and 
are held by such trustee or custodian under an 
agreement containing substantially the provisions 
required by Sections 26(a)(2) and 26(a)(3) of the 
Act. Section 26(a)(2)(C) provides that no payment to 
the depositor of, or principal underwriter for, a 
registered unit investment trust shall be allowed the 
trustee or custodian as an expense except a fee, not 
exceeding such reasonable amount as the Com- 
mission may prescribe, as compensation for 
performing bookkeeping or other administrative 
duties normally performed by the trustee or 
custodian. For purposes of the Act, Voyager Life is 
the depositor, and its wholly-owned subsidiary, 
Voyager Securities, Inc. is the principal underwriter 
with respect to the Accounts. Voyager Life acts as its 
own custodian as provided by Rule 17f-2 under the 
Act, through safekeeping arrangements with a bank 
whose functions and physical facilities are regulated 
by authorities of the State of New York. 


Section 26(a)(2)(C) provides that no payment to the 
depositor of or principal underwriter for a registered 
unit investment trust shall be allowed the trustee or 
custodian as an “expense.” Applicants submit that 
the proposed Contingent Deferred Sales Charge is 
not the kind of expense contemplated by Section 
26(a)(2). Applicants submit that Section 26 of the 
Act was enacted to deal with certain abuses by 
requiring the trust instrument of a unit investment 
trust to (1) designate as trustee or custodian a bank 
of a specified minimum size; (2) require that all 
funds and property of the trust be held by a trustee; 
(3) provide that the trustee is entitled to reimburse 
itself out of the trust property for its expenses 
incurred and fees actually earned. Applicants 
submit that these requirements were not intended to 
prevent the depositor of a unit investment trust 
from imposing a sales load. They assert that the 
Contingent Deferred Sales Charge to be imposed 
upon the withdrawal of Contract values is designated 
to recover costs related solely to the sale of the 
Contracts. Section 27(c)(2) expressly provides for 
the deduction of sales loads from purchase 
payments before the proceeds are deposited with a 
custodian under the requirements of Section 26. 
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Applicants submit that the Contingent Deferred 
Sales Charge is a sales load to which Section 
27(c)(2) applies, and that the deferral of the 
imposition of the sales charge until withdrawal of 
Contract value, an event which may never occur, 
should not be construed in any way as in violation of 
Section 27(c)(2). Applicants have requested an 
exemption from the provisions of Section 
26(a)(2)(C) and Section 27(c)(2), to the extent 
necessary, to offer the Contracts. 


Applicants have consented to the exemptions 
requested herein from Sections 26(a) and 27(c)(2) 
being maae subject to the following conditions: (1) 
that the charges to variable annuity Contract owners 
for administrative services shall not exceed such 
reasonable amount as the Commission shall 
prescribe, jurisdiction being reserved for such 
purpose; and (2) that the payments of sums and 
charges out of the assets of the Accounts shall not be 
deemed to be exempted from regulation by the 
Commission by reason of the requested order, 
provided that Applicants’ consent to this condition 
shall not be deemed to be a concession to the 
Commission of authority to regulate the payments of 
sums and charges out of such assets other than 
charges for administrative services; and Applicants 
reserve the right in any proceeding before the 
Commission, or in any suit or action in any court, to 
assert that the Commission has no authority to 
regulate the payments of such other sums or 
charges. 


Sections 2(a)(32) and 27(d) 


Section 2(a)(32) of the Act defines a redeemable 
security as any security under the terms of which the 
holder is entitled to receive approximately his 
proportionate share of the issuers current net 
assets, or the cash equivalent thereof. Section 27(d) 
of the Act, in pertinent part, requires that the holder 
of a periodic payment plan certificate be able to 
surrender the certificate under certain 
circumstances with the recovery of certain front-end 
sales charges. Applicants assert that Sections 
2(a)(32) and 27(d) contemplate the deduction of 
sales charges from purchase payments at the time 
they are made. Applicants assert that under a 
Contract, the net amount invested would be the 
gross purchase payments, and therefore, the 
holder’s “proportionate share” would be the gross 
purchase payment(s) plus or minus any increase or 
decrease in value, less the Contingent Deferred 
Sales Load, if any. Applicants maintain that the 
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deferral or elimination of the sales charge does not 
restrict in any way the Contract owner or participant 
from receiving his proportionate share or the value of 
his individual account on redemption. If applicable, 
the Contingent Deferred Sales Load would be 
deducted upon redemption in determining the 
proportionate share or account value, as opposed to 
being deducted from initial purchase payments. 
Applicants submit that the deferral or elimination of 
sales charges permits the Contract owner’s net 
amount invested to be increased, to its and its 
participating employees’ benefit. Applicants have 
requested an exemption from the provisions of 
Sections 2(a) and 27(d), to the extent necessary to 
permit the imposition of the Contingent Deferred 
Sales Load. 


Section 27(c)(1) 


Section 27(c)(1) of the Act, in pertinent part, makes 
it unlawful for any registered investment company 
issuing periodic payment plan certificates, or for any 
depositor or underwriter of such company to sell any 
such certificate unless it is a redeemable security. 
Applicants submit that the Contingent Deferred 
Sales Load which may be imposed on redemption of 
the Contracts is not a restriction on redemption 
under Section 27(c)(1). Applicants assert that this is 
particularly true where the deferral or elimination of 
sales charges until the Contract is redeemed has the 
effect of increasing the Contract value available for 
redemption. However, Applicants have requested an 
exemption from the operation of the provisions of 
Section 27(c)(1), to the extent necessary, to permit 
sales Charges to be imposed only upon withdrawal of 
Contract values. 


Section 22(c) and Rule 22c-1 


Rule 22c-1, promulgated under Section 22(c) of the 
Act, in pertinent part, prohibits a registered 
investment company issuing redeemable securities 
from selling, redeeming, or repurchasing any such 
security except at a price based on the current net 
asset value of such security. When a Contract owner 
surrenders all or part of the value of the Contract, the 
price on redemption will be based on the current net 
asset value. The Contingent Deferred Sales Load, if 
any, will merely be deducted at the time of 
redemption in arriving at the Contract owner’s 
proportionate share or account value. While 
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Applicants do not believe that the imposition of the 
Contingent Deferred Sales Load is violative of 
Section 22(c) or Rule 22c-1, Applicants have 
requested an exemption from the provisions of 
Section 22(c) and Rule 22c-1 thereunder, to the 
extent necessary, to offer the Contracts. 


Section 6(c) 


Section 6(c) of the Act provides that the 
Commission, by order upon application, may 
conditionally or unconditionally exempt any 
persons, securities or transactions from any 
provision of the Act if and to the extent that such 
exemption is necessary or appropriate in the public 
interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than October 22, 1980 at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to issues of fact or law proposed to be 
controverted, or he/she may request that he/she be 


notified if the Commission shall order a hearing 


thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicants at the address stated above. Proof 
of service (by affidavit or in the case of an attorney- 
at-law, by certificate) shall be filed contem- 
poraneously with the request. As provided by Rule 0- 
5 of the Rules and Regulations promulgated under 
the Act, an order disposing of the application will be 
issued as of course following October 22, 1980 
unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11378/September 29, 1980 


In the Matter of 


CHASE NATIONAL INCOME FUND, INC. 
1000 N. Central Expressway 
Dallas, Texas 75231 


(811-2555) 


NOTICE OF PROPOSAL TO TERMINATE 
REGISTRATION PURSUANT TO SECTION 8(f) OF 
THE INVESTMENT COMPANY ACT OF 1940 


NOTICE IS HEREBY GIVEN that the Commission 
proposes, pursuant to Section 8(f) of the Investment 
Company Act of 1940 (“Act”), to declare by order on 
its own motion, that Chase National Income Fund, 
Inc. (“Fund”), registered under the Act as an open- 
end, diversified management investment company, 
has ceased to be an investment company as defined 
in the Act. 


Information contained in the files of the Commission 
indicates that the Fund filed its Notification of 
Registration (Form N-8A) on January 17, 1975, 
pursuant to Section 8 of the Act but has never filed a 
registration statement pursuant to that section or 
pursuant to the Securities Act of 1933 to make a 
public offering of shares of its capital stock. The 
Fund has never filed the annual and periodic reports 
required by Section 30 of the Act. Moreover, a letter 
sent to the address of the last known counsel for the 
fund by the staff of the Division has been returned as 
undeliverable. Thus, it appears that the Fund is not 
currently engaged in the business of an investment 
company. 


Section 8(f) of the Act provides, in pertinent part, 
that whenever the Commission, on its own motion or 
upon application, finds that a registered investment 
company has ceased to be an investment company 
it shall so declare by order, which may be made upon 
appropriate conditions if necessary for the 
protection of investors, and upon the taking effect of 
such order, the registration of such company shall 
cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than October 24, 1980, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reasons 
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for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon the Fund at the address stated above. Proof of 
such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 


of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11380/September 30, 1980 


SEE 


SECURITIES ACT OF 1933 
Release No. 6243/September 30, 1980 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11380September 30, 1980 


In the Matter of 

UNITED CASH MANAGEMENT, INC. 
One Crown Center 

P.O. Box 1343 

Kansas City, Missouri 64141 


(812-4740) 


Volume 21, No. 1, October 14, 1980 





NOTICE OF FILING OF APPLICATION FOR 
AMENDED ORDER PURSUANT TO SECTION 6(c) OF 
THE ACT EXEMPTING APPLICANT FROM THE 
PROVISIONS OF RULES 2a-4 AND 22c-1 UNDER 
THE ACT 


NOTICE IS HEREBY GIVEN that United Cash 
Management, Inc. (“Applicant”), an open-end, 
diversified investment company registered under 
the Investment Company Act of 1940 (“Act”), filed 
an application on August 7, 1980, for an amended 
order, pursuant to Section 6(c) of the Act, exempting 
Applicant from the provisions of Rules 2a-4 and 22c- 
1 under the Act. All interested persons are referred 
to the application on file with the Commission for a 
statement of the representations contained therein, 
which are summarized below. 


On July 17, 1979, the Commission issued an order 
(Investment Company Act Release No. 10783) 
(“Prior Order’), pursuant to Section 6(c) of the Act, 
exempting Applicant from the provisions of Rules 
2a-4 and 22c-1 under the Act to the extent necessary 
to permit it to compute its price per share for the 
purposes of sales and redemptions to the nearest 
one cent on a share value of one dollar. The Prior 
Order was issued subject to the following condition, 
among others: 


(3) Applicant will invest only in (i) obligations issued 
or guaranteed by the U.S. Government or its 
agencies or instrumentalities; (ii) time deposits, 
certificates of deposit, bankers’ acceptances and 
other bank obligations (or instruments secured by 
such obligations) provided that the issuing bank has 
at least $1,000,000,000 in assets and is subject to 
regulation by the United States Government 
(including foreign branches of such banks); (iii) 
commercial paper rated A-1 or A-2 by Standard & 
Poor's Corporation (“S&P”) or Prime-1 or Prime-2 by 
Moody’s Investors Services, Inc. (“MIS”), or if not 
rated, issued by a corporation in whose debt 
obligations Applicant may invest; (iv) corporate debt 
obligations if they are rated at least A by S&P or MIS; 
and (v) obligations other than those listed in (i) 
through (iv) only if such other obligation is 
guaranteed as to principal and interest by either a 
bank in whose obligations Applicant may invest or a 
corporation in whose commercial paper Applicant 
may invest. 


Applicant requests an order of the Commission 


amending the Prior Order by deleting condition (3) 
as set forth above and substituting the following 
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condition: 


(3) Applicant will limit its portfolio investments, 
including repurchase agreements, to those 
instruments which are denominated in U.S. dollars 
and which the Board of Directors of Applicant 
determines present minimal credit risks, and which 
are of high quality as determined by any major rating 
service or, in the case of any instrument that is not 
rated, of comparable quality as determined by the 
Board of Directors. 


In support of this request, Applicant submits that the 
restrictions set forth in condition (3) of the Prior 
Order would not be necessary if, as provided in new 
condition (3), its Board of Directors assumes 
responsibility for such quality determinations. 


Applicant further submits that exemptive orders 
issued by the Commission after the Prior Order with 
respect to other money-market funds contain 
restrictions similar to those now proposed by it. 


Rule 22c-1 under the Act provides, in part, that no 
registered investment company issuing any 
redeemable security shall sell, redeem or 
repurchase such security except at a price based on 
the current net asset value of such security which is 
next computed after receipt of a tender of such 
security for redemption or of an order to purchase or 
sell such security. Rule 2a-4 under the Act provides, 
as relevant here, that “current net asset value” of a 
redeemable security issued by a registered 
investment company used in computing its price for 
the purposes of distribution and redemption shall be 
determined with reference to (1) current market 
value for portfolio securities with respect to which 
market quotations are readily available and (2) for 
other securities and assets, fair market value as 
determined in good faith by the board of directors of 
the registered company. In Investment Company 
Act Release No. 9786, the Commission expressed its 
view that it is inconsistent with Rule 2a-4 for certain 
money market funds to “round-off’ calculations of 
their net asset value per share to the nearest one 
cent on a share value of one dollar, because such a 
calculation might have the effect of masking the 
impact of changing values of portfolio securities and 
therefore might not “reflect” its portfolio valuation as 
required by Rule 2a-4. 


Section 6(c) of the Act provides, in part, that the 
Commission may, upon application, conditionally or 
unconditionally exempt any person, security, or 
transaction, or any class or classes of persons, 
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securities or transactions, from any provision or 
provisions of the Act or any rule or regulation 
thereunder, if and to the extent that such exemption 
is necessary or appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than October 27, 1980, at 5:30 
p.m., submit to the Commission in writing, a request 
for a hearing on the application accompanied by a 
statement as to the nature of his interest, the reasons 
for such request and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant at the address stated above. Proof of 
such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
herein will be issued as of course following said date 
unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11381/September 30, 1980 


In the Matter of 

AMERICAN GENERAL SHARES, INC. 
2777 Allen Parkway 

Houston, Texas 77019 


(811-2438) 
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ORDER PURSUANT TO SECTION 8(f) OF THE 
INVESTMENT COMPANY ACT OF 1940 DECLARING 
THAT APPLICANT HAS CEASED TO BE AN 
INVESTMENT COMPANY 


On September 2, 1980, a notice was issued 
(Investment Company Act Release No. 11324) 
stating that American General Shares, Inc. 
(“Applicant”), registered under the Investment 
Company Act of 1940 (“Act”) as an open-end, 
diversified, management investment company 
having outstanding two classes of common stock, 
American General Capital Growth Fund and 
American General Income Fund, filed an application 
on August 4, 1980, pursuant to Section 8(f) of the Act 
for an order of the Commission declaring that 
Applicant has ceased to be an investment company 
as that term is defined in the Act. 


The notice gave interested persons an opportunity to 
request a hearing, and stated that an order disposing 
of the application would be issued as of course 
unless a hearing should be ordered. No request fora 
hearing has been filed, and the Commission has not 
ordered a hearing. 


The matter has been considered, and it is found that 
the Applicant has ceased to be an investment 
company. Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of American General Shares, 
Inc., under the Act shall forthwith cease to be in 
effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11382/September 30, 1980 


In the Matter of 

EQUITY GROWTH FUND OF AMERICA, INC. 
2777 Allen Parkway 

Houston, Texas 77019 


(811-1398) 
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ORDER PURSUANT TO SECTION 8(f) OF THE 
INVESTMENT COMPANY ACT OF 1940 DECLARING 
THAT APPLICANT HAS CEASED TO BE AN 
INVESTMENT COMPANY 


On September 4, 1980, a notice was issued 
(Investment Company Act Release No. 11331) 
stating that Equity Growth Fund of America, Inc. 
(“Applicant”), registered under the Investment 
Company Act of 1940 (“Act”) as an open-end, 
diversified, management investment company, filed 
an application on August 13, 1980, pursuant to 
Section 8(f) of the Act, for an order of the 
Commission declaring that the Applicant has 
ceased to be an investment company as that term is 
defined in the Act. 


The notice gave interested persons an opportunity to 
request a hearing, and stated that an order disposing 
of the application would be issued as of course 
unless a hearing should be ordered. No request for a 
hearing has been filed, and the Commission has not 
ordered a hearing. 


The matter has been considered, and it is found that 
the Applicant has ceased to be an investment 
company. Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of Equity Growth Fund of 
America, Inc., under the Act shall forthwith cease to 
be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11383/October 2, 1980 


In the Matter of 

GOVERNMENT EMPLOYEE’S INVESTMENT 
FUND, INC. 

P.O. Box 572 

Rancho Santa Fe, California 92067 


(811-1872) 
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NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 8(f) OF THE ACT FOR ORDER DECLARING 
THAT APPLICANT HAS CEASED TO BE AN 
INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that Government 
Employee’s Investment Fund, Inc. (“Applicant”), 
registered under the Investment Company Act of 
1940 (“Act”) as an open-end, diversified 
management investment company, filed an 
application of July 7, 1980, pursuant to Section 8(f) 
of the Act, for an order of the Commission declaring 
that Applicant has ceased to be an investment 
company as defined by the Act. All interested 
persons are referred to the application on file with 
the Commission for a statement of the 
representations contained therein, which are 
summarized below. 


Applicant states that it registered under the Act on 
May 28, 1969, and that it filed also on that date a 
registration statement under the Securities Act of 
1933 (“1933 Act”). The registration statement under 
the 1933 Act was ordered abandoned by the 
Commission, pursuant to Rule 479 under the 1933 
Act, following notice to Applicant. The application 
states that Applicant: (1) has never made a public 
offering of its securities; (2) has no assets, debts or 
liabilities currently outstanding; and (3) has never 
commenced operations. The application further 
states that Applicant’s Delaware corporate charter 
has been abandoned. Finally, Applicant states that it 
did not, within the last eighteen months, transfer any 
of its assets to a separate trust the beneficiaries of 
which were or are securityholders of Applicant. 


Section 8(f) of the Act provides, in pertinent part, 
that whenver the Commission upon application 
finds that a registered investment company has 
ceased to be an investment company it shall so 
declare by order, and that upon the effectiveness of 
such order the registration of such company unde: 
the Act shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than October 27, 1980, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the application accompanied by @ 
statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request thai 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
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be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant at the address stated above. Proof of 
such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11384/October 2, 1980 


In the Matter of 


NATIONAL MUNICIPAL TRUST 

NATIONAL MUNICIPAL TRUST, SPECIAL TRUSTS 
NATIONAL GOVERNMENT SECURITIES TRUST 
NATIONAL CORPORATE TRUST 

THOMSON McKINNON SECURITIES INC. 
PIPER, JAFFRAY & HOPWOOD INCORPORATED 
A. G. EDWARDS & SONS, INC. 

OPPENHEIMER & CO., INC. 

c/o Thomas McKinnon Securities Inc. 

One New York Plaza 

New York, New York 10004 


(812-4598) 


ORDER OF THE COMMISSION GRANTING AN 
EXEMPTION FROM THE PROVISIONS OF SECTION 
22(d) OF THE ACT PURSUANT TO SECTION 6(c) OF 
THE ACT AND PERMITTING AN OFFER OF 


EXCHANGE PURSUANT TO SECTION 11 OF THE 
ACT 
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National Municipal Trust, National Municipal Trust, 
Special Trusts, National Government Securities 
Trust, National Corporate Trust, registered under the 
Investment Company Act of 1940 (“Act”) as unit 
investment trusts (collectively referred to as the 
“Trusts”) and Thomson McKinnon Securities Inc., 
Piper, Jaffray & Hopwood Incorporated, A. G. 
Edwards & Sons, Inc. and Oppenheimer & Co., Inc. 
filed an application on January 22, 1980, and 
amendments thereto on August 27 and September 
2, 1980, for an order of Commission (1) pursuant to 
Section 6(c) of the Act exempting them from the 
provisions of Section 22(d) of the Act and (2) 
pursuant to Section 11 of the Act permitting the 
Trusts to offer their units at net asset value plus a 
fixed dollar sales charge pursuant to a conversion 
option. 


On September 3, 1980, a notice was issued 
(Investment Company Act Release No. 11329) of the 
filing of said application. The notice gave interested 
persons an opportunity to request a hearing, and 
stated that an order disposing of the application 
would be issued as of course unless a hearing should 
be ordered. No request for a hearing has been filed 
and the Commission has not ordered a hearing. 


The matter has been considered, and it is found that 
the granting of the requested exemption is 
appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. Accordingly, 


IT 1S ORDERED, pursuant to Section 11 of the Act, 
that the proposed exchange offer be approved, and 


IT IS FURTHER ORDERED, pursuant to Section 6(c) 
of the Act, that the application for exemption from 
Section 22(d) of the Act, to the extent requested, be, 
and hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11385/October 2, 1980 


In the Matter of 


THE RESERVE FUND, INC. 
810 Seventh Avenue 
New York, New York 10019 


(812-4674) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING APPLICANT FROM THE PROVISIONS 
OF SECTION 2(a)(41) OF THE ACT AND RULES 2a-4 
AND 22c-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that The Reserve Fund, 
Inc. (“Applicant”), registered under the Investment 
Company Act of 1940 (“Act”) as an open-end, non- 
diversified, management investment company, filed 
an application on May 1, 1980, and an amendment 
thereto on July 22, 1980, requesting an order of the 
Commission, pursuant to Section 6(c) of the Act, 
exempting Applicant from the provisions of Section 
2(a)(41) of the Act and Rules 2a-4 and 22c-1 


thereunder, to the extent necessary to permit 
Applicant’s assets to be valued at amortized cost. All 
interested persons are referred to the application on 
file with the Commission for a statement of the 
representations contained therein, which are 
summarized below. 


Applicant states that it is a “money market” fund 
incorporated in the State of Maryland, and that it is 
designed to offer corporations, fiduciaries, other 
institutions and individuals, a means to invest in a 
professionally managed portfolio of money market 
instruments with the objective of seeking as high a 
level of current income as is consistent with the 
preservation of capital and liquidity. According to 
the application, Applicant invests its assets in 
various money market instruments. Applicant 
further states that it will not purchase any security 
which has a maturity date of more than one year after 
the date of purchase, except purchases subject to 
repurchase agreements calling for redelivery in one 
year or less following the date of purchase. 


As here pertinent, Section 2(a)(41) of the Act defines 
value to mean: (1) with respect to securities for 
which market quotations are readily available, the 
market value of such securities, and (2) with respect 
to other securities and assets, fair value as 
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determined in good faith by the Board of Directors. 
Rule 22c-1 adopted under the Act provides, in part, 
that no registered investment company or principal 
underwriter therefor issuing any redeemable 
security shall sell, redeem or repurchase any such 
security except at a price based on the current net 
asset value of such security which is next computed 
after receipt of a tender of such security for 
redemption or of an order to purchase or to sell such 
security. Rule 2a-4 adopted under the Act provides, 
as here relevant, that the “current net asset value” of 
a redeemable security issued by a registered 
investment company used in computing its price for 
the purposes of distribution and redemption shall be 
an amount which reflects calculations made 
substantially in accordance with the provisions of 
that rule, with estimates used where necessary or 
appropriate. Rule 2a-4 further states that portfolio 
securities with respect to which market quotations 
are readily available shall be valued at current 
market value, and that other securities and assets 
shall be valued at fair value as determined in good 
faith by the Board of Directors of the registered 
company. Prior to the filing of the application, the 
Commission expressed its view that, arnong other 
things: (1) Rule 2a-4 under the Act requires that 
portfolio instruments of ‘money market” funds be 
valued with reference to market factors, and (2) it 
would be inconsistent, generally, with the provisions 
of Rule 2a-4 for a “money market” funds be valued 
with reference to market factors, and (2) it would be 
inconsistent, generally, with the provisions of Rule 
2a-4 for a “money market” fund to value its portfolio 
instruments on an amortized cost basis (Investment 
Company Act Release No. 9786, May 31, 1977). 


Applicant states that experience indicates that two 
features are important to most investors in “money 
market” funds: (1) stability of principal, and (2) 
steady flow of predictable and competitive 
investment income. Applicant asserts that its ability 
to provide these features would be enhanced 
through use of amortized cost valuation. Applicant 
represents that its Board of Directors has properly 
determined to value the portfolio of Applicant at 
amortized cost and that this method is in the best 
interests of shareholders. Applicant further 
represents that the amortized cost method 
represents fair value of the instruments in 
Applicant’s portfolio. Accordingly, Applicant 
requests an exemption from Section 2(a)(41) of the 
Act, and Rules 2a-4 and 22c-1 thereunder, to the 
extent necessary to permit its assets to be valued as 
set forth in the application, and as described above, 
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whether or not market quotations are available. 


Section 6(c) of the Act provides, in part, that upon 
application the Commission may conditionally or 
unconditionally exempt any person, security, or 
transaction, or any class or classes of persons, 
securities, or transactions, from any provision or 
provisions of the Act or of the rules thereunder, if and 
to the extent that such exemption is necessary or 
appropriate in the public interest and consistent 
with protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 
Applicant submits that the exemptions it requests 
satisfy these standards in view of its management 
policies and the conditions hereinafter set forth. 


Applicant consents to the imposition of the following 
conditions in an order granting the relief it requests: 


1. In supervising Applicant’s operations and 
delegating special responsibilities involving 
portfolio management to Applicant’s investment 
manager, Applicant’s Board of Directors 
undertakes—as a particular responsibility within the 
overall duty of care owed to its shareholders—to 
establish procedures reasonably designed, taking 
into account current market conditions and 
Applicant’s investment objective, to stabilize 
Applicant’s net asset value per share, computed for 
the purpose of distribution, redemption and 
repurchase, at $1.00 per share. 


2. Included within the procedures to be adopted by 
the Board of Directors shall be the following: 


(a) Review by the Board of Directors, as it deems 
appropriate and at such intervals as are reasonable 
in light of current market conditions, to determine 
the extent of deviation, if any, of Applicant’s net asset 
value per share determined by reference to market 
factors from Applicant’s $1.00 amortized cost price 
per share, and the maintenance of records of such 
review.! 


(b) In the event such deviation from Applicant’s 
$1.00 amortized cost price per share exceeds 1/2 of 
1 percent, a requirement that the Board of Directors 
will promptly consider what action, if any, should be 
initiated. 


(c) Where the Board of Directors believes the extent 
of any deviation from Applicant’s $1.00 amortized 
cost price per share may result in material dilution or 
other unfair results to investors or existing 
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shareholders, it shall take such action as it deems 
appropriate to eliminate or reduce to the extent 
reasonably practicable such dilution or unfair 
results, which may include: selling portfolio 
instr:tments prior to maturity to realize capital gains 
or lossez._ or to shorten Applicant's average portfolio 
maturity; wiuimoiding dividends; redemption of 
shares in kind; or utilizing a net asset value per share 
as determined by using available market quotations. 


(3) Applicant will maintain a _ dollar-weighted 
average portfolio maturity appropriate to its 
objective of maintaining a stable net asset value per 
share; provided, however, that Applicant will not (a) 
purchase any instrument with a remaining maturity 
of greater than one year (unless subject to a 
repurchase agreement with a maturity of one year or 
less), or (b) maintain a dollar-weighted average 
portfolio maturity in excess of 120 days. If the 
disposition of a portfolio instrument results in a 
dollar-weighted average portfolio maturity in excess 
of 120 days, Applicant will invest its available cash in 
such a manner as to reduce such average maturity to 
120 days or less as soon as reasonably practicable. 


(4) Applicant will record, maintain and preserve 
permanently in an easily accessible place a written 
copy of the procedures (and any modifications 
thereto) described in paragraph 1 above, and 
Applicant will record, maintain and preserve for a 
period of not less than six years (the first two years in 
an easily accessible place) a written record of the 
Board of Directors’ considerations and actions taken 
in connection with the discharge of its 
responsibilities, as set forth above, to be included in 
the minutes of the Board of Directors’ meetings. The 
documents preserved pursuant to this condition 
shall be subject to inspection by the Commission in 
accordance with Section 31(b) of the Act, as if such 
documents were records required to be maintained 
pursuant to rules adopted under Section 31(a) of the 
Act. 


(5) Applicant will limit its portfolio investments, 
including repurchase agreements, to those United 
States dollar denominated instruments which the 
Board of Directors determines present minimal 
credit risks, and which are of “high quality” as 





1To fulfill this condition, Applicant intends to use 
available market quotations in its current valuation 
system and any other indicators of market value of 
portfolio instruments which its Board of Directors 
from time to time may consider appropriate. 
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determined by any major rating service or, in the 
case of any instrument that is not rated, of 
comparable quality as determined by the Board of 
Directors. 


(6) Applicant will include in each quarterly report, as 
an attachment to Form N-1Q, a statement as to 
whether any action pursuant to paragraph 2(c) 
above was taken during the preceding fiscal quarter 
and, if any such action was taken, will describe the 
nature and circumstances of such action. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than October 27, 1980, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant at the address stated above. Proof of 
such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the matter will 
be issued as of course following said date unless the 
Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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UNITED STATES v. ROBERT F. DZIURGOT (D.N.H.) 
(Criminal No. 79-38-01-D) 


Willis H. Riccio, Administrator of the Boston 
Regional Office of the United States Securities and 
Exchange Commission, and the Honorable William 
H. Shaheen, United States Attorney for the District of 
New Hampshire, today announced that a federal jury 
at Concord, New Hampshire returned guilty verdicts 
on one count of transporting in interstate commerce; 
and one count of having received and converted 
certain stolen securities, that is, ten (10) 1961 City of 
Sunnyvale, California Municipal Improvement 
Bonds, valued at $5,000 each against Robert F. 
Dziurgot an attorney, of New Ipswich, New 


Hampshire and New York City, New York. Dziurgot 
had been indicted on November 28, 1979 (for 
further information see Litigation Release 8954). 


The Honorable Shane Devine, Chief Judge of the 
United States District Court for the District of New 
Hampshire has not as yet set a date for the 
imposition of sentence. 





Litigation Release No. 9188/September 29, 1980 


SECURITIES AND EXCHANGE COMMISSION v. IAN 
T. ALLISON, ET AL. (United States District Court for 
the District of Columbia, Civil Action No. 80-2465) 


The Commission today announced the filing of a 
complaint for injunctive and other equitable relief 
against 23 Defendants in the United States District 
Court for the District of Columbia and a motion for 
preliminary relief. The Defendants are lan T. Allison 
(“Allison”) and Fred K. Austin of Santa Rosa, 
California, Richard L. Dugger of Phoenix, Arizona, 
William L. Henderson, Jr. of Santa Clara, California, 
Olympic Gas & Oil, Inc. (“Olympic”) of Dallas, Texas, 
its former secretary and director, John E. Mahoney, 
of San Rafael, California, SNG & Oil Energy Company 
(“SNG”) of Buffalo, New York, its president, Richard 
|. Johnson of Buffalo, New York, and vice president, 
Charles J. Cazeau of East Amherst, New York and 14 
corporations, which the complaint alleges are 
controlled by Allison. The 14 corporations are Pacific 
Christian Church, Southern Christian Missionaries, 
World Missionary Society, Cascade Christian 
Church, First Christian Missionaries, Pacific States 
Builders, Inc., AG Tech Corporation, Sensor Tech 
Corporation, American Vitamin Company, Nevada 
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Mines, Inc., River City Farms, Inc., Sporthaus, Inc., 
Creative Research & Design Ltd. and Gas Y Petrolio 
Olympico, S.A. The Complaint alleges violations of 
the antifraud, anti-manipulative and registration 
provisions of the Securities Act of 1933 and the 
Securities Exchange Act of 1934 and the periodic 
reporting and stock ownership reporting provisions 
of the Securities Exchange Act of 1934. The District 
Court simultaneously entered final judgments 
against the Defendants SNG, Richard |. Johnson and 
Charles Jj. Cazeau. These three Defendants 
consented to the entry of the final judgments without 
admitting or denying the allegations in the 
complaint.* 


The Commission alleged in the Complaint that 
Allison and other of the Defendants participated ina 
scheme to defraud in connection with promotions of 
Olympic and SNG, which had no substantial 
operations. In September and December 1979 
respectively, Registration Statements under the 
ities Exchange Act were filed to register the 
common stocks of the two companies with the 
Commission. The Commission alleged that false and 
misieading statements were made in both filings, 
including that new majority owners of the companies 
had contributed assets, which were included in 
financial statements of both companies. The 
complaint alleged that, in fact, the assets were not 
contributed and that statements in the Registration 
Statements concerning the shareholders of both 
companies were also false and misleading, in that 
Allison had arranged for stock to be placed in the 
names of hundreds of Europeans, without their 
knowledge, in order to qualify the stocks for eventual 
trading through NASDAQ. According to the 
Complaint, Allison arranged for an over-the-counter 
market to develop in the two securities beginning in 
September 1979 and January 1980 respectively, 
and took steps to generate buying interest in the 
stocks 


a 
secur 


The Complaint alleged that Allison manipulated the 
markets in the two securities at the time of the 
opening of trading over-the-counter. The prices of 
both securities more than doubled during the first 
few days of trading and increased thereafter in heavy 
trading. Upon the opening of trading and thereafter, 
according to the Complaint, Allison and other of the 
Defendants sold hundreds of thousands of shares of 
the securities into the market, without registration 
under the Securities Act. The Complaint alleges that 
Allison, Henderson and corporations controlled by 
them received at least $819,837.50 from the sale of 
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Olympic stock and at least $951,762.00 from the 
sale of SNG stock in these sales. The Complaint 
alleged that Allison and other of the defendants 
engaged in promotional activities, which included 
arranging television interviews of the new 
managements, press releases and research reports 
about Olympic and SNG. According to the 
Complaint, false and misleading statements were 
made during the television interviews and in the 
releases and research reports. The Complaint 
alleged that certain persons assisting in the 
activities received stock on favorable terms and 
other considerations. The Complaint further alleged 
that false and misleading statements were made in 
filings of both companies with the Commission, 
certain of which included, according to the 
Complaint, balance sheets in which assets 
purportedly contributed by the new majority owners 
were presented and at inflated values and, income 
statements, in which sales and cost of sales were 
overstated.t 


The Court entered final judgments against SNG, 
Johnson and Cazeau permanently restraining and 
enjoining them from violating the antifraud, 
registration and reporting provisions of the 
Securities Exchange Act of 1934 and Johnson and 


Cazeau from violating the ownership reporting 
provisions of that Act. In addition, the Court ordered 
SNG to make corrective filings, and appoint 2 


independent directors, satisfactory to the 
Commission, who are to approve in advance certain 
press releases and filings, investigate and determine 
whether SNG should pursue claims against any 
person and, absent disapproval by the Court, after a 
hearing upon request of SNG or the Commission, 
take action recommended, including the institution 
and prosecution of lawsuits. In addition the Court 
ordered Johnson to pay to SNG the difference, if any, 
between the value (as determined pursuant to the 
final judgment) of a subdivision purportedly 
contributed to SNG and the book value at which it 
was recorded by SNG. The case is pending against 
the remaining Defendants. 





*The Commission simultaneously entered orders 
instituting administrative proceedings, making 
findings and ordering remedial sanctions against 
Continental American Securities, Inc., a broker- 
dealer, James Roe, a registered representative in its 
Phoenix office, and Saul Glazer, an accountant. 


tThe Commission suspended trading in securities 
of both companies for 10 days in March and again in 
April, 1980. 
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The Commission is seeking both preliminary and 
final relief against all of the remaining defendants. 
Included in the relief sought is injunctive relief and 
orders freezing assets and requiring disgorgement 
of profits. 





Litigation Release No. 9189/September 30, 1980 


SECURITIES AND EXCHANGE COMMISSION v. 
AIRCRAFT INSTRUMENT AND DEVELOPMENT, INC. 
United States District Court for the District of 
Columbia, Civil Action No. 80-2498 


The Commission announced today that it filed a civil 
injunctive action in the United States District Court 
for the District of Columbia against Aircraft 
Instrument and Development, Inc. (“Aircraft”) with 
offices at 317 East Lewis, Wichita, Kansas 67202. 
The Commission’s Complaint alleges violations of 
the reporting provisions of federal securities laws 
and seeks a Judgment of Permanent Injunction and 
Other Relief. 


The Complaint alleges that Aircraft, as part of a 
continuing course of violative conduct, has failed to 
* file its Annual Report on Form 10-K for its fiscal year 
ended March 31, 1980, and its Quarterly Report on 
Form 10-Q for its fiscal quarter ended June 30, 1980 
required to have been filed with the Commission by 
June 29, and August 14, 1980, respectively. The 
Complaint requests that the Court order Aircraft to 
file forthwith, with the Commission, its delinquent 
reports on Forms 10-K and 10-Q. In addition, the 
Commission requests that the Court enjoin Aircraft 
from further violations of the reporting provisions of 
the federal securities laws. 





Litigation Release No. 9190/October 1, 1980 


SEC v. AQUA-SONIC PRODUCTS CORP. 80 Civil 
5513 (S.D.N.Y.) (RWS) 


Stephen L. Hammerman, Administrator of the New 
York Regional Office of the Securities and Exchange 
Commission, announced that on September 30, 
1980, the Commission filed a civil injunctive action 





+This matter was referred to the Commission by the 
National Association of Securities Dealers, Inc. 
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seeking to enjoin the following defendants from 
future violations of the registration and antifraud 
provisions of the federal securities laws (Sections 
5(a), (5) and 17(a) of the Securities Act of 1933 and 
Section 10(b) of the Securities Exchange Act of 
1934 and Rule 10b-5 thereunder): Aqua-Sonic 
Products Corp. (“Aqua-Sonic’), a New York 
corpuration whose business consists of the 
development, manufacture and sale of certain 
dental products known as Steri Products; Ultrasonic 
Dental Products, Inc. (“Ultrasonic”), a New York 
corporation whose business consists of marketing 
dental products on behalf of Aqua-Sonic licensees; 
Leon Schekter (“Schekter’), an attorney, residing in 
Roslyn, New York; M. Joshua Aber (“Aber”), an 
attorney residing in Yonkers, New York; Martin E. 
Hecht (“Hecht”), an attorney residing in New York, 
New York; Dentasonic, N.V. (“Dentasonic”), a 
corporation chartered in the Netherlands Antilles 
and substantially owned by its original shareholders 
Schekter, Aber and Hecht, Invental Corporation 
(“Inventel”), a Delaware corporation whose principal 
office is located in New York, New York; and Melvin 
Hersch, the president of Aqua-Sonic who resides in 
Roslyn Heights, New York. 


The Commission’s Complaint alleges that 
commencing on or about May 1, 1978 three lawyers, 
namely the defendants Schekter, Aber and Hecht, 
through various entities which were directly or 
indirectly under their control, made a public offering 
of securities. These securities were in the form of 
exclusive licenses issued by Aqua-Sonic combined 
with sales agency agreements issued by Ultrasonic 
(hereinafter referred to as “Aqua-Sonic_ invest- 
ments”) to market new dental products known 
as Steri Products. It is alleged that such securities 
should have been registered with the Commission; 
however, no registration statement has ever been 
filed or is in effect with respect to the Aqua-Sonic 
investments. Between approximately May 1 and 
December 31, 1978, a total of 49 Aqua-Sonic 
investments were sold for a total of approximately 
$12,100,000 as follows: $11,200,000 in the form of 
non-recourse promissory notes and $900,000 in 
cash and recourse promissory notes. 


The Complaint further alleges that, in connection 
with the offer and sale of the Aqua-Sonic 
investmerits, the defendants omitted to state 
material facts to investors and prospective investors 
concerning, among other things, the comprehensive 
role of the lawyers, defendants Schekter, Aber and 
Hecht, as creators, promoters, control persons and 
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principal financial beneficiaries of the Aqua-Sonic 
venture. More specifically, it is alleged that the 
defendants failed to disclose the existence of 
Inventel and Dentasonic, two entities created and 
substantially owned by Schekter, Aber and Hecht, 
and through which, according to the terms of certain 
undisclosed agreements with Aqua-Sonic, they had 
a substantial financial interest in the Aqua-Sonic 
venture. For example, Dentasonic had sold to Aqua- 
Sonic for an inflated $26 million a portion of the 
rights it had just purchased from the inventor for 
$406,500. 


The Complaint further alleged that the offering 
materials for the Aqua-Sonic investments included a 
tax opinion letter issued by the law firm of 
defendants Schekter, Aber and Hecht (then known 
as Schekter, Aber & Hecht, P.C. (“SAH”)) which 
failed to disclose to potential investors the 
significant conflict of interest its principals had in 
this venture. Similarly, it is also alleged that a federal 
securities opinion letter issued by SAH and used 
extensively in the offer and sale of the Aqua-Sonic 
investments was based on facts the defendants 
knew were erroneous and omitted to state the same 
material facts about the substantial financial 
interest of Schekter, Aber and Hecht in the success 
of the offering. 


The Complaint also alleges that the defendants 
made to investors material misstatements and 
omissions with regard to certain other material facts 
relating to, among other things, the actual viability of 
the products and the use of proceeds from the sale of 
the Aqua-Sonic investments. 





Litigation Release No. 9191/September 30, 1980 


UNITED STATES v. RALPH OLIVER (D.N.J., Criminal 
No. 80-324) 


Robert J. Del Tufo, United States Attorney for the 
District of New Jersey, Paul F. Leonard, Regional 
Administrator, and Thomas H. Monahan, Assistant 
Regional Administrator (Philadelphia) of the 
Washington Regional Office of the Securities and 
Exchange Commission, announced that on 
September 9, 1980, a Federal Grand Jury sitting at 
Camden, New Jersey, returned an_ indictment 
charging Ralph Oliver of Cherry Hill, New Jersey, 
with twelve counts of mail fraud. The indictment 
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charges that during the period from January 1970 
through 1978 the defendant Oliver engaged in a 
scheme and artifice to defraud thirty-nine 
individuals and obtained approximately $120,000 
from such individuals by means of false and 
fraudulent pretenses, representations and 
promises. The indictment charges that as a part of 
the scheme to defraud, defendant Oliver held 
himself out as an employee of Barnhart & Co., an 
established and reputable securities brokerage firm 
when in fact Barnhart & Co. was not an established 
securities brokerage firm, not licensed to sell 
securities and existed solely to further defendant’s 
fraudulent scheme. The indictment further charges 
that the defendant Oliver induced his customers to 
agree to a regular investment program through 
Barnhart & Co. and to entrust money to him for the 
purchase of mutual funds and other securities 
recommended by him. However, the indictment 
charges, that the defendant had no intention of 
purchasing such securities but instead diverted 
investors’ money to his own benefit and use. 


In an earlier civil action brought by the Commission, 
Oliver was permanently enjoined from violating the 
antifraud provisions of the federal securities laws in 
connection with the same conduct charged in the 
indictment (SEC v. Barnhart & Company, et al., 
E.D.Pa., No. 78-2018). 


(For further information, see Litigation Release No. 
8450.) 





Litigation Release No. 9192/September 30, 1980 


SECURITIES AND EXCHANGE COMMISSION v. 
MULTI-POWER 


G. William Hunter, United States Attorney for the 
Northern District of California; Leonard H. Rossen, 


Regional Administrator, Los Angeles Regional 
Office; and Bobby C. Lawyer, Associate Regional 
Administrator, San Francisco Branch Office, 
announced that on September 18, 1980, a federal 
grand jury in San Francisco, California, returned a 
twelve count indictment against Alfred J. Cusino 
(“Cusino”). The indictment charges Cusino with six 
counts of mail fraud and six counts of fraud by wire. 


The indictment alleges Cusino claimed to be the 
inventor of a device known as the “energy multiplier” 
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and that he made certain false claims and 
representations regarding the device, including (1) 
that it existed and was functional; (2) that it 
multiplied an initial electrical charge fourteen-fold, 
was self-perpetuating, and could produce electrical 
energy indefinitely; (3) that it had powered a Boeing 
747; (4) that investment returns would be 
astronomical; and (5) that investments could and 
would be refunded at any time. The indictment 
further alleges that Cusino employed Multi-Power 
Electrical Corporation to locate and solicit potential 
victims who desired to invest in the energy multiplier 
and that Cusino caused the money invested by the 
victims to be disbursed to him and converted to his 
own use and benefit. 


In an order of permanent injunction filed on March 
27, 1980, Cusino was permanently enjoined by the 
United States District Court for the Northern District 
of California from violating the registration and 
antifraud provisions of the federal securities laws in 
connection with the offer and sale of securities of 
Multi-Power Electrical Corporation. 





Litigation Release No. 9193/September 30, 1980 


SECURITIES AND EXCHANGE COMMISSION v. 
MOVIEMATIC INDUSTRIES CORP. (United States 
District Court for the District of Columbia, Civil 
Action No. 80-1417) 


The Commission announced today that on 
September 29, 1980 the United States District Court 
for the District of Columbia entered a Final 
Judgment of Permanent Injunction against 
Moviematic Industries Corp. of 444 Brickell Avenue, 
Miami, Florida (“Moviematic”), restraining and 
enjoining Moviematic from failing to file timely 
periodic reports and ordering it to comply with 
certain undertakings. Moviematic, consenting tothe 
entry of the Court’s judgment, admitted it had failed 
to file reports in a timely fashion. The Commission's 
complaint was filed on June 9, 1980. 


The Complaint alleged that Moviematic, as part of a 
continuing course of violative conduct extending 
over several years, failed to timely file with the 
Commission certain Annual Reports and Quarterly 
Reports required to have been filed. Moviematic has 
agreed to adopt procedures to assure timely filing of 
reports required to be filed under the Securities 
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Exchange Act of 1934. 





Litigation Release No. 9194/October 2, 1980 


SECURITIES AND EXCHANGE COMMISSION v.C &R 
CLOTHIERS, INC. (United States District Court for 
the District of Columbia, Civil Action No. 80-2517) 


The Securities and Exchange Commission today 
announced that the United States District Court for 
the District of Columbia entered a Final Judgment of 
Permanent Injunction against C & R Clothiers 
(“C & R”) restraining and enjoining C & R from 
further violations of the tender offer antifraud and 
reporting provisions of the Securities Exchange Act 
of 1934. C & R consented to the entrv of ‘he 
judgment without admitting or denying the 
allegations of the Commission’s Complaint. 


The Commission’s Complaint, also filed today, 
alleges that C & R violated the tender offer provisions 
of the federal securities laws by filing with the 
Commission and distributing to its shareholders 
tender offer materials which contained materially 
false and misleading statements and which omitted 
to state material facts. Specifically, the Complaint 
alleges that the tender offer materials failed to 
disclose adequately, among other things, the true 
purposes and effects of the tender offer, that the 
tender offer is designed and structured to benefit 
and accommodate the interests of the two largest 
shareholders of C & R, that a principal purpose for 
the tender offer is to allow the two largest 
shareholders of C & R stock to dispose of at least 
70,000 shares of their C & R stock at a price greater 
than the prevailing market price, that the two largest 
shareholders of C & R stock are receiving bonuses in 
connection with the tender offer in amounts of 
$137,000 and $61,000 each, that the book value of 
C &R stock is reduced from $3.09 to $2.87 per share 
by the bonuses paid in connection with the tender 
offer, that the earnings per share of C & R are 
reduced by one-half from $.45 to $.23 by the 
bonuses paid in with the tender offer and that 
holders of less than ten shares of C & R will not be 
able to sell any shares pursuant to the tender offer. 
Further, the Commission Complaint indicated that 
on three occasions prior counsel for C & R had 
advised the company that the proposed transaction 
raised issues of corporate waste and possible breach 
of fiduciary duties. 
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In addition to the entry of the Final Judgment 
permanently enjoining C & R from violating the 
tender offer provisions of the federal securities laws, 
the Court also ordered C & R to comply with its 
undertaking that it will, within forty (40) days of any 
new tender offer for shares of C & R stock, financing 
of which is provided by C & R, and in no event later 
than sixty (60) days of the entry of the Final 
Judgment, return to C & R shareholders all shares of 
C & R stock tendered pursuant to the June 25, 1980, 
tender offer unless those shareholders (1) are 
provided with tender offer materials containing all of 
the information required by the tender offer 
provisions of the federal securities laws, (2) are 
given written notice that their tendered shares will be 
returned to them unless they notify the tender 
offerors of their desire to tender those shares 
tendered pursuant to the June 25, 1980, tender 
offer, and (3) have notified the tender offerors of 
their desire to tender those shares tendered 
pursuant to the June 25, 1980, tender offer. The 
Court also ordered C & R to comply with its 
undertaking to adopt, implement and maintain 
policies and procedures reasonably designed to 
ensure compliance with the tender offer provisions 
of the Securities laws. 





Litigation Release No. 9195/October 2, 1980 


SECURITIES AND EXCHANGE COMMISSION v. 
JOSEPH F. VALVERDE, LEE KNIGHT MOFFETT, 
CANADIAN AMERICAN FINANCIAL CORPORA- 
TION, S.A., AND TRUSTEE MORTGAGE 
CORPORATION, U.S. District Court for the Southern 
District of New York, Civil Action No. 80 Civ. 3073 
(LWP), filed May 30, 1980 


The Securities and Exchange Commission 
announced today that Judge Lawrence W. Pierce of 
the U.S. District Court for the Southern District of 
New York has entered Final Judgments of 
Permanent Injunction against defendants Joseph F. 
Valverde, Lee Knight Moffett and Canadian 
American Financial Corporation, S.A., (“CAF”) and 
has entered a Final Judgment of Permanent 
Injunction by Default against the remaining 
defendant Trustee Mortgage Corporation, enjoining 
those defendants from violations of the anti- 
manipulation, antifraud and margin requirements of 
the federal securities laws. The defendant Valverde, 
Moffett and CAF consented to the entry of the Final 
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Judgments against them without admitting or 


denying the allegations of the Commission’s 
Complaint. 


The Commission alleged in its Complaint that 
Valverde and Moffett engaged in a fraudulent 
scheme, both individually and through corporate 
entities, to manipulate the common stock of 


Robintech, Inc. during September and October, 
1979. 


The Commission filed its action against Valverde, 
Moffett, CAF and Trustee Mortgage Corporation on 
May 30, 1980. Litigation Release No. 9076 (May 30, 
1980). 
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ACCOUNTING SERIES 
Release No. 282/September 29, 1980 


Admin. Proc. File No. 3-5959 
In the Matter of 

SAUL GLAZER 

7543 Fairview Drive 
Lockport, New York 


OPINION AND ORDER PURSUANT TO RULE 2(e) OF 
THE COMMISSION’S RULES OF PRACTICE 


The Commission deems it appropriate in the public 


interest to institute administrative proceedings 
against Saul Galzer (“Glazer”), an accountant, 
pursuant to Rule 2(e) of the Commission’s Rules of 
Practice.! This matter arises out of the audit and 
accountant’s report issued by Glazer as to the 
financial statements of SNG & Oil Energy Company 





‘Rule 2(e), 17 CFR 201.2(e), provides in part: 


The Commission may deny, temporarily or 
permanently, the privilege of appearing or practicing 
before it in any way to any person whois found by the 
Commission after notice of and opportunity for 
hearing in the matter (i) not to possess the requisite 
qualifications to represent others, or (ii) to be lacking 


Volume 21, No. 1, October 14, 1980 





(“SNG”) as of and for the seven months ended March 
31, 1980. The Commission concludes that the audit 
of these financial statements was not conducted in 
accordance with generally accepted auditing 
standards and that the Respondent’s unqualified 
Opinion as to the financial statements, which was 
included in a filing with the Commission, was 
materially false and misleading.’ 


Simultaneously with the institution of these 
proceedings, Glazer has submitted an Offer of 
Settlement for the purpose of disposing of the issues 
raised in these proceedings. In the Offer of 
Settlement, which the Commission has determined 
to accept and which is described below, Glazer 
consents, without admitting or denying the findings 
or allegations set forth herein, to the issuance of this 
Opinion and Order. 


Background 


Glazer is a certified public accountant practicing in 
Lockport, New York under his own name with one 
other professional, who is an employee. Audits of 
» financial statements of public companies have not 
constituted a substantial part of Glazer’s practice. 





Footnote 1 continued 


in character or integrity or to have engaged in 
unethical or improper professional conduct, or (iii) 
to have willfully violated, or willfully aided and 
abetted the violation of any provision of the Federal 
securities laws (15 U.S.C. 77a to 80b-20), or the 
rules and regulations thereunder. 


The findings herein are not binding on any 
respondent named in any administrative proceeding 
based on any of the matters described in this 
Opinion and Order. 


20n September 29, 1980 the Commission filed an 
action for injunctive and other equitable relief in the 
United States District Court for the District of 
Columbia against 23 defendants. In the Complaint 
the Commission alleged, among other things, that 
SNG filed a materially false and misleading 
registration statement and periodic reports with the 
Commission. See Litigation Release No. 
9188/September 29, 1980. 
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Richard |. Johnson (“Johnson”), of Buffalo, New 
York, acquired 80% of the common stock of SNG, in 
late October or early November 1979, through 
Lockport Meadows, Inc., a private corporation 
owned by his wife. The common stock of SNG 
became registered with the Commission as a result 
of the filing of a Registration Statement on Form 10 
with the Commission.2 The Form 10 included 
audited financial statements as of and for each of the 
three years ended August 31, 1979 and an 
accountant’s report containing the unqualified 
opinion of the predecessor auditor. The balance 
sheet as of August 31, 1979 reported, in addition to 
other assets of SNG, $1,310,000 of assets which 
were purportedly contributed to SNG by Johnson 
pursuant to a written agreement, dated August 15, 
1979, between Lockport Meadows, Inc. (owned by 
Johnson's wife) and SNG. These assets consisted of 
a parcel of real estate known as the Meadows 
subdivision, valued at $1.2 million and gas, oil and 
mineral rights, valued at $110,000. The textual 
portion of the Form 10 included an extensive 
description of the Meadows subdivision and the gas, 
oil and mineral rights. 


Attached as an exhibit to the Form 10, among other 
things, was the August 15, 1979 agreement which 
recited that Lockport Meadow’s Inc. would “deliver 
deed, bill of sale and assignment forms necessary to 
convey good title to the subject assets” at a closing to 
be held at a designated place on August 24, 1979. 
The parties expressly waived all claims against each 
other upon failure to close at the designated time.* 


As of August 31, 1979, there was no agreement for 
the conveyance of assets by Lockport Meadows, Inc. 
to SNG. The written agreement and other documents 
were backdated when they were signed at the end of 
October or early November 1979. Furthermore, no 





3Form 10 is the general form for registration of 
securities pursuant to Sections 12(b) or 12(g) of the 
Securities Exchange Act of 1934. 


“The agreement provided: 


“Failure to close this transaction on said time and 
date will irrevocably void this agreement without 
force or effect regardless of fault by either BUYER or 
SELLER. It is hereby agreed and acknowledged that 
both parties, without reservation, waive their right to 
claim of damages or specific performance upon said 
failure to close this transaction on said time set forth 
above.” 
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closing ever occurred and title to the land was never 
conveyed to SNG. 


The gas, oil and mineral rights were valued at 
$110,000 in the August 31, 1979 balance sheet 
based on an appraisal dated November 7, 1979, 
made by Charles J. Cazeau (“Cazeau”), a geologist. 
Cazeau had not personally visited the property to 
perform his appraisal. In addition, Cazeau was the 
President of SNG at the time of his appraisal. The oil, 
gas and mineral rights were not assigned to SNG 
until April 7, 1979. 


Financial Statements as of and forthe Seven Months 
Ended March 31, 1980 


On April 21, 1980 SNG filed with the Commission a 
Current Report on Form 8-K, signed by Johnson, 
containing audited financial statements as of and for 
the seven months ended March 31, 1980, together 
with the report containing the unqualified opinion of 
Glazer dated April 17, 1980.5 


The financial statements were consolidated 
financial statements, reflecting a consolidation of 
SNG and Lockport Meadows, Inc. The consolidated 
financial statements were certified by Glazer on the 
assumption that all of the Lockport Meadows, Inc. 
stock was conveyed to SNG on August 31, 1979. 


The March 31, 1980 consolidated balance sheet 
continued to value the Lockport Meadows 
subdivision at $1.2 million and the gas, oil and 
mineral rights at $110,000, and also included a 
$50,000 item classified as “deposit on plant acquisi- 
tion” which was not explained. 


The income statement reported zero revenue and a 
net loss of $9,214. The income statement, according 
to its caption, was for the “period ending March 31, 
1980.” The period covered was not stated in the 
caption. The bottom line of the income statement 
read “Income (loss) for the year.” However, Glazer 
has informed the staff that the reference to the year 
was in error and that it was an income statement for 
the seven months from September 1, 1979 through 
March 31, 1980.° 


The consolidated statement of source and 
‘application of funds reflected a decrease of 
$123,648 in the $150,000 [as of August 31, 1979] 
notes and contract payable. This represented the 
liquidation of all of the assets and the federal income 
tax payable which were reflected on the August 31, 
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1979 balance sheet, except for the real estate and 
gas, oil and mineral rights allegedly contributed and 
related liabilities. 


Note C to the financial statements disclosed the 
terms of the $26,352 balance remaining of the 
$150,000 contract payable discussed above. The 
footnotes to the August 31, 1979 financial 
statements stated that the note was payable 
November 15, 1979. The March 31, 1980 financial 
statements indicated that the note payable was due 
on September 30, 1980 with 10% interest annually. 
No disclosure was made as to the actual disposition 
of the assets related to the note payable. 


Note G discussed income taxes, but made no 
mention as to the disposition of the $2,158 federal 
tax liability which was removed from the books as 
noted _pove. 


The Audit 


Glazer was selected by Johnson to audit the March 
31, 1980 financial statements. Glazer had done 
previous work, not involving certified financial 
statements, for companies owned or controlled by 
Johnson. Glazer was asked by Johnson to perform an 
audit of SNG on or about April 16, 1980, and 
completed his audit two days later, for a fee of $750. 
He estimated that the audit took about 15 to 20 
hours, including clerical time.’ 


Glazer was given a collection of documents 
concerning SNG, which included the SNG 
Registration Statement on Form 10, and his 
attention was directed by Johnson to certain “errors” 
in the Form 10 and in the financial statements for the 





SSNG also filed a Quarterly Report on Form 10-Q for 
the quarter ended March 31, 1980 which contained 
the same financial statements but did not contain 
Glazer’s report. 


6Likewise in his audit report, Glazer referred to the 
income statement as presenting the results of 
operations “for the period then ended” [March 31, 
1980]. 


’Documents provided by Glazer indicate chargable 
time on the audit of 23-1/4 hours, valued at $915 
per Glazer’s Standard rates. Glazer was paid for his 
audit work by a post dated check, dated June 15, 
1980, in the amount of $750. 
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year ended August 31, 1979. Glazer was told by 
Johnson that his audit would clear up certain 
problems that the Commission had with the previous 
financial statements relating to errors regarding 
ownership of Lockport Meadows, Inc. and the 
ownership of 80% of the stock of SNG. 


Johnson told Glazer that he needed certified 
financial statements in a couple of days. Glazer was 
also given the cash receipts and cash disburse- 
ments journal, some bank statements, cancelled 
checks and the stock record book. Glazer knew that 
the financial statements which he would prepare 
and certify would be filed with the Commission. 


Glazer relied on the certification of the August 31, 
1979 financial statements by the predecessor 
auditor to a great degree with respect to existence 
and valuation of assets and liabilities, but took no 
steps to verify the professional standing or 
competency of the predecessor auditor, nor did he 
attempt to contact him at any time. At no time did 
Glazer examine any of the predecessor auditor’s 
audit workpapers, as required by generally accepted 
auditing standards. Glazer was told by Johnson that 
the predecessor auditor was replaced because he 
was too far away and that he represented the 
previous owners of SNG. Johnson also told Glazer 
that the predecessor auditor had refused to furnish 
any information to Johnson regarding his audits of 
SNG. Glazer has asserted that he had no reason to 
doubt the predecessor auditor’s professional 
opinion on the financial statements and that he 
didn’t know if the predecessor auditor was aware of 
the errors in the financial statements brought to his 
attention by Johnson. Glazer departed from 
generally accepted auditing standards, which 
require a successor auditor to communicate or 
attempt to communicate with the predecessor 
auditor prior to accepting an audit engagement. 


Glazer relied on representations by Johnson and on 
a copy of a Lockport Meadows, Inc. stock certificate 
dated August 31, 1979 in the name of SNG, which 
was given to him by Johnson, as evidence that 
consolidation of Lockport Meadows, Inc. and 
inclusion of the real estate in the March 31, 1980 
balance sheet was proper. In fact, SNG did not own 
Lockport Meadows, Inc. securities on August 31, 
1979 or during the period covered by the financial 
statements. Glazer relied on the appraisal and the 
opinion of the predecessor auditor on the August 31, 
1979 financial statements for the valuation of the 
real estate. 
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Glazer departed from standard audit procedures by 
his failure to send bank confirmations to the banks 
which SNG and Lockport Meadows, Inc. did 
business with. This is an audit procedure which 
cannot be replaced by alternative audit procedures 
due to the pervasive nature of the audit evidence 
obtained by bank confirmations. With respect to the 
mortgage payable to one of the banks, he relied on 
Johnson's verbal representation that the balance 
had not changed since the previous audited balance 
sheet. 


The balance sheet contained a $50,000 deposit on 
plant acquisition and a $5,000 loan. Neither balance 
was confirmed with the outside party. Glazer relied 
on Johnson’s representation that the $5,000 loan 
would be repaid shortly and stated that he did not 
believe the amount to be material. The $50,000 
deposit was audited by examining the cancelled 
check payable to the party from which the plant was 
going to be purchased and by looking at pictures of 
the plant shown to him by Johnson. No contract was 
available because arrangements had not yet been 
finalized. 


Glazer admitted being unable to perform any audit 
work with respect to the disposition of the assets 
which were contained in the August 31, 1979 
balance sheet and which were removed from the 
books of the company as of March 31, 1980, with a 
corresponding reduction to notes or contracts 
payable. He indicated that the remainder ($26,352) 
of the $150,000 contract payable was probably 
payable to Mr. or Mrs. Johnson, but he couldn’t be 
sure. 


During the course of his audit Glazer apparently 
requested, but never received from Mrs. Johnson, 


what he termed a “liability certificate’, a 
representation from management that certain 
liabilities reflected on the balance sheet were proper 
and that no additional liabilities or contingent 
liabilities existed as of the audit date. Such 
certificates were finally signed and furnished to 
Glazer by Mrs. Johnson subsequent to the staff’s 
initial contact with him in early May 1980. 


Glazer failed during his audit to obtain a written 
representation from management confirming oral 
representations made to him during his audit, 
concerning among other things, satisfactory title to 
assets and existence of liabilities and contingencies, 
as required by Statement on Auditing Standards No. 
19. 
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Glazer’s workpapers reflected that SNG began 
capitalizing, during the period, the interest on a 
mortgage related to the real estate. Such capitalized 
interest was shown on the balance sheet as prepaid 
expense in the amount of $5,233. No disclosure was 
made in the financial statements, nor in Glazer’s 
audit report, of this new accounting policy. Also, Rule 
3-16(r) of Regulation S-X sets forth certain required 
disclosures with respect to capitalized interest, none 
of which were complied with. Additionally, as 
previously noted, neither Glazer’s audit report nor 
the financial statements properly identify the period 
which is covered by the financial statements. 


By letter dated May 23, 1980, Glazer notified SNG 
that he had become aware of facts which may have 
affected his report on SNQ’s financial statements, 
requested that SNG no longer rely on his report and 
sought authorization to complete an investigation of 
the affairs of SNG in order to determine whether 
there was a need to supplement or amend his report. 
By letter dated June 12, 1980, upon SNG’s failure to 
authorize Glazer to reopen his audit or furnish any 
reason for not giving such authorization, Glazer 
notified SNG that his Apri! 17, 1980 report must no 
longer be relied upon by SNG or other persons, or 
associated with the SNG financial statements. 


I 
FINDINGS 


Based upon the foregoing, the Commission finds 
that Glazer engaged in improper professional 
conduct in this matter in that his audit was not 
conducted in accordance with generally accepted 
auditing standards and he issued a report stating the 
contrary and stating that, in his opinion, the financial 
statements presented fairly the financial position 
and results of operations of SNG in conformity with 
generally accepted accounting principles applied on 
a consistent basis, when, in fact, there was no 
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reasonable basis therefore. 
Il 
OFFERS OF SETTLEMENT 


Glazer has submitted an Offer of Settlement with 
respect to these proceedings, solely for the purpose 
of settlement and without admitting or denying the 
findings or allegations contained herein. In his Offer 
of Settlement, Glazer consents to the entry of this 
Opinion and Order, containing the findings set forth 
above and ordering remedial sanctions. 


IV 
ORDER 
In view of the foregoing, the Commission deems it 
appropriate in the public interest that administra- 
tive proceedings pursuant to Rule 2(e) of its Rules of 
Practice be instituted and that Glazer’s Offer of 
Settlement be accepted. 


Accordingly, 


IT IS ORDERED that proceedings pursuant to Rule 
2(e) of the Commission’s Rules of Practice be, and 


they hereby are, instituted. 


IT IS FURTHER ORDERED that Glazer be and he 
hereby is suspended from appearing or practicing 
before the Commission for a period of nine months 
from the date of entry of this Opinion and Order. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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